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PROCEED INGS

PRESIDENT CARTER: Good morning, ladies and
gentlemen. Welcome to the State Reclamation Board
Meeting.

First, if we could, let"s call the roll. Mr.
Punia will call the roll. And then we will go into our
closed session.

GENERAL MANAGER PUNIA: For the record, this is
Jay Punia. All the Board members are present.

PRESIDENT CARTER: Very good.

Okay. With that, what we"d like to do is go in
to closed session. So what"s the Board®"s pleasure? Do we
want to have just Board members, Board staff, no members
of the public?

STAFF COUNSEL MORGAN: We certainly don"t have
members of the public. And Department employees who are
relevant could be here if the Board wanted them to be here
if they have something to contribute. But it appears
there"s no one here.

Lori is handing out right now the memo, legal
Justification for a closed session, and it was e-mailed to
everyone one last night, along with a portion of the
complaint filed by NRDC. And that in a nutshell forms the
legal justification for holding a closed session.

But I think the Board needs to make the finding
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that a closed session is justified under the Bagley-Keene
Act. And my memo outlines that justification, because
there is in fact an act of a lawsuit that has been filed
by the NRDC.

PRESIDENT CARTER: So what I would suggest if
it"s okay with the rest of the Board is that we have Board
and Board staff here for this closed session. Is that
Okay?

Okay. Very good. And I think that"s all we
have.

BOARD MEMBER BURROUGHS: Will we --

PRESIDENT CARTER: You"re part of the staff,
Dave.

MR. LANE: Well, I"m not going to record.

BOARD MEMBER BURROUGHS: Will we be meeting here
or in this other little room?

STAFF COUNSEL MORGAN: We®lIl be meeting here
because we"re going to keep a record of it. This will be
a sealed transcript that will not be part of the published
transcription.

BOARD MEMBER BURROUGHS: Okay. Thank you, Mr.
Chair.

PRESIDENT CARTER: Okay. Scott, you want to go
ahead then?

STAFF COUNSEL MORGAN: Okay. So I"m going to
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take it then that the Board does find that there®s
sufficient legal justification for a closed session?

CHIEF ENGINEER BRADLEY: Do we need a motion?

PRESIDENT CARTER: Do we need a motion?

STAFF COUNSEL MORGAN: You can make a motion,
yeah.

PRESIDENT CARTER: So we would entertain a motion
to that effect.

SECRETARY DOHERTY: 1711 so move.

BOARD MEMBER BURROUGHS: I second.

PRESIDENT CARTER: Okay. We have a motion and a
second.

Any discussion?

All those -- excuse me.

BOARD MEMBER RIE: Oh, sorry.

Are we doing it here?

STAFF COUNSEL MORGAN: Yes.

BOARD MEMBER RIE: What if someone walks in the
back door?

STAFF COUNSEL MORGAN: There®s a sign on the door
advising them not to walk in the back door.

PRESIDENT CARTER: And Dave®s going to --

STAFF COUNSEL MORGAN: But Dave®s going to guard

PRESIDENT CARTER: Dave®"s going to guard the
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door.

STAFF COUNSEL MORGAN: There®s some DWR people
who are sitting right outside. Otherwise it"s on the
honor system.

BOARD MEMBER RIE: Okay.

PRESIDENT CARTER: Very good.

So all those in favor indicate by saying aye.

(Ayes.)

PRESIDENT CARTER: And opposed?

Okay. The motion carries.

STAFF COUNSEL MORGAN: Very good.

(Thereupon the Board recessed in to

closed session at 9:05 a.m.)

(Thereupon a recess was taken and then

reconvened the open session at 9:45 a.m.)

PRESIDENT CARTER: Good morning, ladies and
gentlemen. If we could continue with our meeting.

First of all, 1°d like to welcome members of the
public.

We started out the morning with a closed session
to discuss litigation to the Natural Resources Defense
Council versus the Reclamation Board. Our attorneys
briefed us on that situation. No decisions were made.

We are now in open session. And 1 would first

like to mention that there are a couple new faces here
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with us.

First, as most of you already know, Mr. Jay Punia
is the new General Manager of the State Reclamation Board.
We"re all very excited that Jay"s joined us. He comes to
us from DWR, with over 25 years of experience with DWR.
He"s worked as the Chief of Flood Operations since 1998.
He"s intimately involved and knowledgeable about the flood
control system; has probably seen all, if not the vast
majority, of the projects within the State. He has worked
closely with agencies that the Reclamation Board work
closely with: The Corps of Engineers, obviously DWR,
local reclamation districts, and also the Office of
Emergency Services. So he"s intimately qualified. We are
very, very fortunate to have him join us. So please
welcome Jay.

And also we have Nancy Finch, who is an attorney
with DWR. She comes to us from private practice. And
she"1l be assisting Scott in advising the Board and
helping us on legal issues. So, Nancy, welcome.

STAFF COUNSEL FINCH: Thank you.

PRESIDENT CARTER: And with that, we"ll go on to
Item 3, Approval of the Minutes for June 16th, 26th and
July 21st.

SECRETARY DOHERTY: 1 would like to see us

postpone those. There are some errors in the minutes, and
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we"d like to go over those, rewrite the sections that are
incorrect and then present them for your approval.

I also have a question about the May meeting. |1
had down that we had already approved the May 19th
minutes.

STAFF ASSISTANT BUFORD: Yes. They just weren™t
signed.

SECRETARY DOHERTY: Oh, okay.

STAFF ASSISTANT BUFORD: We didn"t get all the
sighatures before the meeting. Everybody had left.

SECRETARY DOHERTY: All right, all right. So --

STAFF ASSISTANT BUFORD: They were approved.

SECRETARY DOHERTY: Okay. So that"s what we"d
like to see happen as far as the minutes go.

Do we need a motion?

PRESIDENT CARTER: Yes.

SECRETARY DOHERTY: 1°d like to make a motion
that we put off approval of the minutes until our October
meeting, the minutes of July 21st, June 16th and 26th.

BOARD MEMBER RIE: Second.

PRESIDENT CARTER: Okay. There"s a motion and a
second.

Any discussion?

All those in favor indicate by saying aye.

(Ayes.)
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PRESIDENT CARTER: And opposed?

So the motion carries.

Okay. We will revisit these in October.

Second -- or ltem --

BOARD MEMBER BURROUGHS: Excuse me. Were we
going to make the corrections now and then review?

SECRETARY DOHERTY: Well, we"ve got quite a few.

PRESIDENT CARTER: 1 think Lady Bug®"s suggestion
was to go ahead and make the editorial changes to them and
send them out as part of the October Board packet so the
Board could review them at that point.

BOARD MEMBER BURROUGHS: Okay. But my question
would be how would you get all the --

SECRETARY DOHERTY: Could you meet with us at
lunch time?

BOARD MEMBER BURROUGHS: Okay.

PRESIDENT CARTER: Or you could submit your
corrections to staff and they can make the corrections.
And then we"ll -- typically the secretary reviews those
minutes before they go out in the Board packet.

BOARD MEMBER BURROUGHS: Okay. That"ll be fine.

PRESIDENT CARTER: That would be the process.

BOARD MEMBER BURROUGHS: Thank you.

PRESIDENT CARTER: Okay. Item 4, approval of the

agenda for today.
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Are there any changes to the agenda as i1t was
submitted? Any change in order?

All right. Then we"ll entertain a motion to
approve the agenda.

SECRETARY DOHERTY: 1711 make a motion that we
approve the agenda as presented.

BOARD MEMBER RIE: Second.

PRESIDENT CARTER: Okay. There"s been a motion
and a second to approve the agenda for September 15th,
2006.

Any discussion?

All those iIn favor indicate by saying aye.

(Ayes.)

PRESIDENT CARTER: And opposed?

The motion carries unanimously.

All right. At this time we have Item 5, time for
public comments. These are comments that any member of
the public who may wish to address the Board on items that
are non-agendized for today, they"re welcome to address
the Board. We ask that people limit their comments to no
more than Ffive minutes please.

And if you do want to be recognized by the Board,
either at this time or in any other future time, please
fill out one of the cards that are available on the table

at the entrance to the auditorium so that we know to
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recognize you.

At this time I don"t have any cards before me.

Is there anybody from the public who wishes to address the
Board on non-agendized items?

Okay. Then we will go ahead and move on.

Item 6, Report of the Activities of the
Department of Water Resources.

Mr. Mayer. Welcome.

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

Thank you, President Carter, members of the Board
and General Manager Punia.

Good morning. And 1°d like to commend the Board
on its selection for General Manager. 1°ve worked with
Jay for many years and 1 know he"ll do a fine job for you.

PRESIDENT CARTER: 1°d like to thank DWR for
their help in the administration of the selection and
search process. So please pass my thanks on to the rest
of the Department.

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

I will do that.

In addition to myself, we will have Brian White
presenting an update for you on legislative activities and
Don Kurosaka presenting information on the Critical
Erosion Repair Program.

To save Brian the time involved in my

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

10
presentation with Don"s, | was going to ask him to come up
first. And then 1 will come back and go through my report
and Don will follow me.

LEGISLATIVE AFFAIRS ASSISTANT DIRECTOR WHITE:
Good morning, Mr. President, Board members, staff. It"s
good to be back.

PRESIDENT CARTER: 1t"s good to have you back.

LEGISLATIVE AFFAIRS ASSISTANT DIRECTOR WHITE:
Well, thank you.

PRESIDENT CARTER: Exciting times.

LEGISLATIVE AFFAIRS ASSISTANT DIRECTOR WHITE:
Definitely. That"s an understatement.

Before 1 begin the legislative update, 1 just
want to give a thanks to Les Harder, Deputy Director; Rod
Mayer, Chief of Flood Management; and Scott Morgan for all
the hard work they did this year on a lot of flood bills.
They put a lot of staff time in. And although there®s not
much to show policy-wise on some of the flood bills that
were presented before the Legislature, DWR staff was
involved right in the thick of it literally. And 1 just
want to show my appreciation for the work. And 1 look
forward to working with Jay Punia as well.

So in terms of the 2006 legislative session --
and 1 guess you really kind of have to step back to 2005

because that"s where it really all started -- we really
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11
had this, 1 like to call it, a perfect storm of events. |1
mean we had this Paterno decision first came, to the
devastation of Katrina which we thought provided emphasis
for the Legislature to pass some significant policy bills
this year.

And 1 thought, you know, they actually did a good
job funding wise. 1 think you all know they passed
flood -- that"s before the voters in November. They
significantly increased DWR"s budget and also provided
emergency appropriation for critical erosion sites. And
so there is some good news other than just that the bills
that did not pass that was reported in the newspapers.
Legislature did step up to the plate funding wise.

And so what we have as a result, most of the
policy bills that were introduced failed literally in the
last session. And it was really because of three -- call
them the three P"s. We had politics, personalities,
policy differences, for a variety of different reasons.
But, you know, DWR was right there in the middle. We
provided more of the insight, technical expertise for
legislative staff, the Governor®s office and stakeholders.

But at the end of day I think public safety bills
that were actually supported by everyone actually got in
the way because liability issues took center stage,

unfortunately.
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But all that being said, 1 think for the most
part 1 think we"ll be pleased with some of the things that
the Governor will do in the coming up months. There"s
some administrative things that we can do. And some of
the bills that are sitting on his desk right now, there
are two of them.

I think when I came before you in 1 think it was
March or April, there were 30 bills introduced. Of those
30 bills, only 3 made it to the Governor®s desk. One of
them is supported by the Department, AB 798. And this is
the bill by Assembly Member Wolk that will extend the
Delta Levee Maintenance Subventions Program for another
four years. So this will help local districts who do work
in the Delta meet the maintenance requirements. They"ll
be able to use the 25 percent match instead of diverting
back to the 50 percent match. That would have been a
tough pill to swallow. And so we expect the Governor to
sign that bill.

There was also a bill dealing with a flood
project Pajaro River. That bill"s sitting on the
Governor®s desk. The Department didn"t take a full
support position on the bill, but we did recommend that
the Governor sign it. It really just deals with a local
flood project in the Pajaro River area.

And then finally the bill that I think a lot of
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13
you are aware of is SB 1796 by Senator Florez. This is
the so-called reclamation reform bill. The DWR and the
Governor®s office was highly involved in this bill. We
tried to get it negotiated to where we could live with it
and where we could like it. And 111 come back to that in
a minute. But 1 just wanted to kind of run down. And you
can appreciate the response of what happened on the last
night session. As you know, AB 1665 was the Department®s
administrative sponsored bill which would have improved
local coordination between the state and local
governments, would have provided more updated maps for the
Department to do. Also required us to do a state plan of
flood control and also to allow us to go in to local
maintenance areas and take over the maintenance and then
require that local maintenance area to continue to still
do the maintenance in the future. And this would be more
of an abatement type situation where some of the local
maintenance areas may nhot have been doing the work that
was needed to maintain that area.

Now, of course we know of Ffive other bills, one
dealing with -- AB 1899 by Assembly Member Wolk, required
a plan for 200-year flood protection and then also an
immediate certification if you have 100-year protection.
Without those two requirements, a future development could

not proceed.
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There was also a bill that would have required
greater planning for flood protection general plans, AB
802. And there was also a bill that would have prohibited
the state from fighting funds for upgrades of project
levees if the local area did not have a safety plan.

Now, DWR for the most part supported all of these
bills. Eighteen ninety-nine, we really didn®t support the
bill in its current form because we were concerned about
the liability aspects that were going to be imposed on the
Department and the state, and also the immediate building
moratorium just for having a hundred year protection right
away. We suggested to the author that she span that out
over a number of years and have a reasonable plan to get
to a 100-year and also a 200-year plan at a reasonable
timeframe.

I think that hundred-year certification standard
really was kind of a hiccup of the politics that got
involved. The Senate got involved at the last minute.

And also there was concerns about downstream impacts, from
having developments need a 200-year requirement, what
happens downstream? And so that was an issue that the
Senate raised. So what happened was they put all these
bills in the last night session into AB 1665. Which was
rather ironic because it was our sponsored bill. So they

put 1899, AB 802, AB 2500 and a liability provision that
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would have required that cities and counties hold all
liability for future development.

That was a poison pill. And the champion of
flood protection throughout, the Assemblyman Wolk, decided
to just hold the bill on the last night session because
she could not live with it.

And so that"s really kind of a rundown of what
happened on a lot of the flood bills, at least those
higher priority ones. And SB 1796, which is one that is
part of the flood package, although the Senate did not
want it to be part of the flood package, it did make it
out of the Legislature and is currently before the
Governor.

And what it does, It requires two new appointees
by the Legislature, one by the Senate and one by the
Assembly. It also requires that all of the Governor®s
appointees be confirmed by the Senate, while the two
legislative appointees would not be confirmed. It also
requires that Board members have specific expertise. So
you"ll need an engineer, an attorney experienced in water
policy, another member who has expertise in hydrology.
And then there®s three public members. And the rest were
jJjust the Governor®s appointees.

It also requires the Department to do a --

prepare a state plan of flood control, which would be
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approved by the Rec Board, and also include an evidentiary
hearing requirements ex parte communication limitations
and also limitations on advocating for the Army Corps.

So the Department was fairly -- we thought the
bill in its shape was okay except for these three areas.
We did not agree with the two new appointees by the
Legislature. We thought that was taking away the
Governor®s powers in dealing with providing members to the
Rec Board. And also a provision that required that the
Rec Board review all local land-use plans. Huge staff
undertaking to do that. We estimated that the fiscal
impact to do that to implement this bill would have been
about $2 million a year. And the current Rec Board"s
budget is about 600,000.

So I think -- I can"t speak for the Governor and
I can"t speak for the Governor®s office. But I would not
think that this bill would get signed in its current form.
I think there"s some things administratively that The Rec
Board can do and the Department can do to improve the
perception that things are not going as well as the
Legislature thinks they"re not. But in its current form
we just didn"t think this bill could receive our support.

I"m here to answer any questions.

PRESIDENT CARTER: What are some of those things

that you think that the Rec Board and the Department can
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do administratively to improve the situation?

LEGISLATIVE AFFAIRS ASSISTANT DIRECTOR WHITE:

One we"ll be doing is improving the mapping. That"s one
of the fTirst orders of business that we know we can do.
We have authority to improve mapping. We"re going to
start going at it.

We also have the critical erosion sites that we
also need to take care of. And we"re going to start
trying to provide assistance to the locals to access some
of the funds that the Legislature appropriated for 500
million.

Other things that we can do, we can do state plan
of flood control. We"re doing that now as a matter of
fact. We"re budgeted by the Legislature to do the state
plan of flood control over a three-year period. So we
didn"t think that was necessary in the bill as well.

Some of the other things that -- you know, like
evidentiary hearings as far as the communications. The
Board is not really a quasi-judicial board, like the Water
Board and the Coastal Commission. So those areas -- well,
I think maybe Scott Morgan or one of the attorneys can
maybe suggest ideas on how to deal with that. And the
evidentiary hearings, | think everything that"s presented
before the Board is already in the record. And we have

folks who are taking notes right now.
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So I"m just not sure exactly what more the
Legislature thinks the Rec Board needs in order to improve
their perception. But we think we can do some things
administratively to improve it.

PRESIDENT CARTER: Okay.

VICE-PRESIDENT HODGKINS: It sounds like we"ve --
that"s the collective "we'™ -- we"ve given up on the idea
of any kind of assessment to provide stable, long-term
flood maintenance.

LEGISLATIVE AFFAIRS ASSISTANT DIRECTOR WHITE: |1
wouldn®"t say we have given up. It was one of the hottest
debated subjects in the Legislature. We had that in our
bill before. A lot of senators did not agree with the
approach that we had took. Mainly they want to see where
are the benefits. All the idea"s spreading out,
maintenance, assessments, is palatable to us because we
think it actually is going to reduce the cost for those
beneficiaries who have to pay for maintenance
improvements. A lot of senators and legislators do not
agree that someone should pay for another person®s levee
improvements if they live upstream or downstream, away
from where that improvement®s going to take place.

I think what we wanted to do though is to have a
study of the beneficiaries. And that was one of the bills

that was going to -- that we supported, was going to be a
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study of who benefits from project levees and who benefits
from Delta levees, non-project levees. That bill also got
held up in the last night session.

So I think we need to do the initial planning
work First before we can just impose the entire new
maintenance assessment district on the entire --

VICE-PRESIDENT HODGKINS: Is DWR going to be
working on that?

LEGISLATIVE AFFAIRS ASSISTANT DIRECTOR WHITE: 1
think that"s something we can do administratively as well.
I think we"re already funded for it.

VICE-PRESIDENT HODGKINS: Okay.-

BOARD MEMBER BURROUGHS: I1°d like to know if our
attorneys have any comments about this current bill.

STAFF COUNSEL MORGAN: No comment.

(Laughter.)

PRESIDENT CARTER: Okay. Mr. White, what
happened to the 1574 -- AB -- or it has to be 1570 -- or
SB 1574.

LEGISLATIVE AFFAIRS ASSISTANT DIRECTOR WHITE:
Right. That"s a bill related to the Delta vision process.
As you probably already know, CALFED is in the process of
trying to reorg some of their missions in terms of: How
do we have a long-term vision for the Delta? And one of

the things that the Governor is planning to do is to form
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a task force of the best of the best minds. Not the usual
suspects, but folks who really can think outside the box
in terms of how do we improve the Delta so that it"s
sustainable for the next 20 or 30 years. And one of the
things that this bill does, it provides that
implementation to do that Delta vision planning. We don"t
necessarily need a bill to do that. But I think what the
Legislature wanted to do is to show that they wanted some

input on how this Delta vision plan was going to work. We
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think that bill might be get some, but we"re not sure.

PRESIDENT CARTER: But that one"s also on his
desk then?

LEGISLATIVE AFFAIRS ASSISTANT DIRECTOR WHITE:
Yes. That"s on his desk.

PRESIDENT CARTER: All right. Any other
questions for Mr. White.

BOARD MEMBER RIE: What did you say about the
Delta levees subventions bill?

LEGISLATIVE AFFAIRS ASSISTANT DIRECTOR WHITE:
That bill is sitting on the Governor®s desk right now.

BOARD MEMBER RIE: Do you know off the top of
your head how much money it is?

LEGISLATIVE AFFAIRS ASSISTANT DIRECTOR WHITE:
It"s about 12 to 15 million per year, 1 think it is, to

implement. We have money in the budget for the next --
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for this year. And then when the bond passes, you®ll have
money in there for the next ten years.

BOARD MEMBER RIE: For Delta levees subvention?

LEGISLATIVE AFFAIRS ASSISTANT DIRECTOR WHITE:
For Delta levees.

BOARD MEMBER RIE: So for the current year it"s
12, 15, something like that?

LEGISLATIVE AFFAIRS ASSISTANT DIRECTOR WHITE:
Yeah -- oh, 17. Sorry.

BOARD MEMBER RIE: Oh, That"s even better.

Okay. Thank you.

PRESIDENT CARTER: Which §s huge over prior
years.

BOARD MEMBER RIE: Yeah, that®s great.

PRESIDENT CARTER: It was 6 -- no, it"s -- yeah,
4 or 6 in the past.

LEGISLATIVE AFFAIRS ASSISTANT DIRECTOR WHITE: |1
think historically it"s been about 6.

PRESIDENT CARTER: Very good.

All right. Thank you.

BOARD MEMBER BURROUGHS: Mr. President?

PRESIDENT CARTER: Yes.

BOARD MEMBER BURROUGHS: Before we leave 1796,
1*d like to know if any of the Board members have any

comments or if we as a board have any comments that we
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would possibly submit to the Governor®s office in regards
to this bill, whether we endorse having him sign it or
not.

PRESIDENT CARTER: Are there any Board members
that want to speak to that?

VICE-PRESIDENT HODGKINS: You know, my thoughts
are, iIf the Governor wanted to know what we thought, he"d
ask.

(Laughter.)

PRESIDENT CARTER: Any other comments from the
Board?

BOARD MEMBER BURROUGHS: My thought is the
Governor doesn®"t know he needs to ask.

VICE-PRESIDENT HODGKINS: It"s possible.

PRESIDENT CARTER: 1 think it"s -- just a general
comment. 1 think it"s unfortunate -- the process on this
particular bill, with the Department being so involved but
the Rec Board being completely on the sidelines, is
unfortunate. Clearly it"s one that directly impacts how
we operate and how we function as an entity, a group. And
it would have been nice had we been more involved in that
process and being able to provide input more upfront to
the administration on perhaps where this Board or perhaps
individuals on the Board felt about it, unfortunately.

So very good.
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All right. Mr. White, thank you very much for
coming.

LEGISLATIVE AFFAIRS ASSISTANT DIRECTOR WHITE:
Thank you.

PRESIDENT CARTER: Appreciate that.

Mr. Mayer.

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

Okay. 1711 take you through the report.

I would like to skip water conditions. Nothing
much has changed during the summer, as it should be.

Moving on to the levee inspection and integrity
evaluations. We"ve begun our fall levee inspections.
We"ve put out our First quarterly report ever regarding
the spring and summer inspections, and the Board has that.
And it was done at the Board®"s request.

Some local agencies have been asking us for
assistance in performing the self-inspections that we"ve
been asking them to do, and we"ve been assisting them as
requested. And we"ve offered to help them fill out the
inspection forms which were developed in to an automated
database.

We"ve also received some correspondence signed by
a number of reclamation districts®™ local maintaining
agencies stating their concerns about the new procedures.

This is a new development really. As you may recall from
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the May briefing, we did discuss this. And there were
actually questions from the Board about what®s the local
support for the new procedure. And at the time, we had
had a number of public meetings -- or meetings with the
local agencies, 1 should say, in various cities. And the
objections were very minimal at the time. And even Reggie
Hill got up and an spoke at the May meeting and expressed
how it wasn"t an issue for him at all. That was our sense
of the situation. Since then some opposition has -- to
this new procedure has consolidated and been manifested in
this correspondence. And we are preparing response to
their concerns and offering to meet with them, sit down
and talk about the issues and see what we might be able to
work out to the mutual satisfaction of both the Department
and these local agencies.

In general, we think what we"re asking is very
reasonable. And the whole idea of asking for this
self-inspection really came from our state maintenance
yards who said that they would like to do this. They
don"t see the need for the levee inspectors to be out
there as frequently as they are, on a quarterly basis.

And they would like to do their own inspections and feed
them into the system. And we thought, well, that®"s not a
bad idea; local agencies may also be willing to do that

and have the capability to do that.
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It was never in our plan, in reconfiguring our
inspection program and in reorganizing it and budgeting
for it, for us to increase the number of levee inspectors
to actually go out and do four separate inspections each
year, which they had not done previously. What they had
done previously is a spring inspection followed shortly
thereafter with a joint inspection with the agency, and
then we did the same thing in the fall.

So the separation was not really what the federal
law requires, which Is 90-day separation between the
inspections.

We had planned that we would keep our inspectors
at about the same level; we would add engineering staff;
we would redirect our inspectors, that had been doing the
joint inspections, to have them focus more on structures
and channel inspections, which they had not been doing in
full compliance with the law, and also have them pick up
designated floodway inspections, which had not been
occurring on a regular basis to the extent they should.
We would like to use them at least once a year. And,
furthermore, we added engineers to the group so that we
could begin evaluating the integrity of the system.

So that"s where it stands with respect to this
issue. 1 think the next step is that we put our response

out to these local agencies who"ve written to us and we
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meet with them and see what we can work out. Meanwhile
anyone asking for our assistance or joint inspections with
us, we are obliging them and helping them.

Next topic is Corps®"s PL 84-99 rehabilitation
assistance. Since 1 last spoke to you we"ve been
refining -- we"ve been doing a lot of work on this effort.
But one of the things we"ve been doing is refining the
count of what the sites are, how many there are, where
they"re at. We now have a tally of 102 critical sites,
which are classified as either Order 1 or Order 2 sites,
Order 1 being severely damaged critical sites that protect
in the urbanized area Order 2, same definition except It"s
not in an urbanized area.

We have 34 Order 1 sites in the Sacramento
Valley. We have 48 Order 2 sites in the Sacramento
Valley. And contrary to what it says in the report, we
have 20 Order 2 sites in San Joaquin system.

We have been negotiating with the Corps of
Engineers and have signed an agreement with the Corps of
Engineers for execution of PL 84-99 repairs on Order 1
sites in the Sacramento valley. And the agreement is
going through our administrative approval process. It
fits under the Governor®s emergency declaration. It"s
already been signed by the General Manager and the Colonel

of the Corps. And we are possibly today going to be able
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to make the payment under that contract for $13 million to
the Corps of Engineers for them to do the work.

Now, you may recall under PL 84-99
rehabilitation, the Corps is responsible to do the work
and to use its own funding to do it. Since there is no
funding on the federal side, they have been willing to
take our money and use our money to do the work, which
actually we are glad that they are doing it. They do have
the capabilities and resources and experience to do it,
and it"s a little bit less load on us.

SECRETARY DOHERTY: Pardon me.

How many did you say were in the Sacramento area
critical?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

Thirty-four Order 1 sites and 48 Order 2 sites.

BOARD MEMBER BURROUGHS: Approximately how much
money did the Corps get for that work?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

Well, the Corps hasn®"t received any money --
well, maybe a few hundred thousand for design and planning
activities. Nothing significant, nothing for
construction. So this payment that we will make today or
Monday will be for 13.264 million. And that will be the
first construction money they"ll have their hands on. And

they are poised now to award contracts with that money.
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So once we make that payment, construction will begin on
Order 1 sites in the Sacramento Valley under the Corps in
the very near future.

There®"s more work than what the Corps is doing --
there"s more work to be done than what the Corps is doing
under this First contract: The Order 2 sites that need to
be done; and, in addition, there are a number Order 1
sites that are in areas that the Corps isn"t covering
under this agreement. And our strategy is to ask the
local maintaining agencies if they are willing and capable
of executing the work, provided we give them the funding
to do so. And some of them are saying, yes, they"re very
interested in doing that, and we"ve developed a draft work
agreement in negotiating the agreement, the contract
language with them.

It looks like the first one that may be up will
be Reclamation District 3, which is Grand Island in the
Delta. And probably shortly thereafter would be
Brannan-Andrus Island. The two of them had a lot
of critical damage, and that would take out a lot of the
remaining sites.

Other areas that had significant damage in the
Sacramento Valley were RDs 2060, 2068 and 2098. RDs 2068
and 2098 essentially act as one hydraulic unit together.

And the Corps has evaluated the benefit-cost ratio to the
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work in that area, and it"s less than 1.

Consequently, that raises the issue, the Corps
wouldn®t be able to do the work even if we funded them in
that situation. And we have to ask ourselves whether or
not we would do it and under what circumstances.

The same is true with Merritt Island, which is
Reclamation District 150. It"s benefit-cost ratio is well
under 1.

And then one of them that"s kind of close to 1
that we still haven™t quite -- it needs to do some fine
tuning with Reclamation District 2060. And if that one
has a benefit-cost ratio greater than 1, we would hope to
enter into a work agreement with them of them to do the
work for at least their Order 1 sites.

BOARD MEMBER BURROUGHS: I have one question
about the Merritt Island. |Is that because it is not an
urban area or --

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

Well, yeah, certainly when the land is in
agriculture and there"s very little urbanization, the
benefits of doing flood repairs are much lower.

BOARD MEMBER BURROUGHS: I just want to make a
statement about this benefit ratio that continues to come
up and how we have to live by that. But it would seem to

me that as a society our urban area that is in agriculture
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is just as important as -- | mean our areas that are in
agriculture are just as important as urban areas, because
food is the life blood of our society.

Is there any -- would there be any
recommendations on how we could discuss that issue again?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

Well, certainly this issue will have to be
revisited and we"ll have to make some hard decision on
something like that.

I think where we go next personally -- and
haven®t really talked to many people about this -- is that
we then look at the system and look at, all right, if we
don"t repair this, how does that play out? What are the
impacts not only to that specific area, which is all that
we"ve looked at, but also neighboring areas. And if there
are system benefits that we haven®"t captured in our
analysis to date that can make the difference and get the
benefit-cost over 1, then that"s where we go. But that"s
a much harder analysis. It takes time. And I don"t see
that happening in time to get the work done this year.

But personally 1 think that"s where we go next.

BOARD MEMBER BURROUGHS: Okay. 1 think that
would be great, because we need to look at -- since the
system is so fragile and delicate and intricate, it would

seem that looking at the holistic part is the way that the
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approach needs to be decided. And I have trouble just
looking at -- in isolation the ratio for urban life versus
the whole system as a whole.

Thank you.

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

Okay -
VICE-PRESIDENT HODGKINS: 1 think this is an
issue that perhaps deserves further discussion. I1"m not

sure if this is the right venue to do that. But I think
you have to think about the fact that we"re in a situation
right now where the Department potentially has $500
million. And if you did all those erosion sites, how much
would it cost? What do you think, roughly?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

Half of that.

VICE-PRESIDENT HODGKINS: To do all the --

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

Not all the erosion sites. All of what we would
do in the next year. I1"m relying on federal funding to be
forthcoming to pick up the remaining PL 84-99 sites.

VICE-PRESIDENT HODGKINS: Okay. You know, 1
think --

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

Otherwise it would be all the money.

VICE-PRESIDENT HODGKINS: 1 think that the $500
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million, a portion of it should go to fixing the worst
erosion sites, and that makes a lot of sense. 1 think
it"s important to understand though that erosion can
consume, in my opinion, an infinite amount of money. And
S0 because it can do that, there has to be some effort
made to recognize that there are lots of other problems
with this system that are perhaps not as obvious as
erosion, and it"s because you can go out many times and
take a picture of an erosion site and people can see that
that"s a problem. But you have to think about the fact
that, for instance, the "86 flooding of Linda and
Olivehurst has now cost the state a half a billion
dollars. And so there has to be some careful thought, in
my opinion, and I think the Board has some -- should have
some role in this, particularly in terms of offering the
public an opportunity to come in and talk about where the
money goes.

But I think, while we all agree it"s a system,
and you have to go through it and treat it like a system
and remember that, | think when money is limited, you have
to set some priorities that are based on, I think, the
potential damages that could result and the number of
people that could be affected if you don"t address a
problem. And that"s going to be one of the biggest

challenges for the Board and this state as a whole, is
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working through that issue.

And so I want to try to resolve anything here
today. But 1 want to be sure that at least from the
standpoint of this member of the Board that 1 think there
are -- there is a need to work through setting priorities
very carefully and that the potential damages that could
result, which unfortunately is another way of setting
cost-benefit ratio, have to be part of the consideration
in that. And I will leave it up to the rest of the Board
and our staff as to when somebody comes back and talks to
us more about that. But I think that®"s a very, very
important issue.

SECRETARY DOHERTY: 1 have a question for you
too, maybe a couple of them.

In your maintenance ratings for "06, on page
A8 -- and I"m just going to pick one that I"m intimately
associated with, and that"s the Tisdale Bypass -- and it
says state maintained and it says satisfactory. And on
page Al4, for the years of "97, "98, "99, and all the way
through 1t"s compliant. But if that is so -- and I"ve
watched it in the wintertime when it"s jammed up with logs
and it"s jammed up now and it"s scheduled for "07 -- how
can it be compliant and how can it be satisfactory when it
increases the river flow tremendously?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:
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I think what you"re looking at is the levee
maintenance ratings. And the levee maintenance is rated
satisfactory.

SECRETARY DOHERTY: So it"s the levee itself;
it"s not what"s inside the levee?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

That"s correct. We do have channel maintenance
ratings. [1°"m not sure if they"re contained in the
quarterly report or if they"re just in the annual report.
But they"re certainly in the annual report.

SECRETARY DOHERTY: Okay. Thank you.

PRESIDENT CARTER: Okay. Mr. Mayer, perhaps you
can give the Board some advice in terms of how it can get
involved in -- or be more active in terms of how the
priorities are set for doing some of this flood
maintenance.

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

Well, 1 suppose it could be done with a small
committee or subcommittee of the Board in terms of
involving you. Otherwise we do it in a forum like this,
which it"s a difficult forum to operate from for what
you"re asking.

PRESIDENT CARTER: Right.

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

Those are the two options that | see. And it
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will be up to the Board whichever way you"d prefer to go.

PRESIDENT CARTER: Okay. So we can discuss that
as part of Item 19 as well on the agenda today. And
clearly there"s -- | mean a lot of this -- this is
happening right now. [It"s probably a matter of some
urgency in terms of the Board to decide what it wants to
do. So we"ll kind of discuss that and perhaps agendize it
for another meeting.

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

And, you know, I regret that 1 did not bring with
me an AB 142 draft expenditure plan, because we do have a
draft expenditure plan. 1 do think you®"ve -- some of the
comments that I just heard reflect the Board"s interest
in: What are the priorities for spending 500 million?
Where would they go? How would the money be used? And we
have been working on that for the last several months very
hard to lay out a plan using existing authorities or
authorities that we think we can get in the future.

So I would like to bring that back to the Board
and share that with the Board at the earliest opportunity.

PRESIDENT CARTER: Okay. So we ought to plan on
including that for October.

GENERAL MANAGER PUNIA: Very well.

BOARD MEMBER BURROUGHS: As part of that plan, in

our earlier discussion also, working with DWR, do you have
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any recommendations on a better relationship In regard to
legislation and being able to get input on that?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

It seems to me the only way to make that one work
would have to be through a subcommittee of the Board,
because that"s not the type of things that we"d discuss in
public. Developing legislation or legislative concepts is
not done in a public setting.

BOARD MEMBER BURROUGHS: How about just to start
off with maybe informational meeting notices so that if
someone from the Board is able to attend, they could?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

I will bring that to the attention of the Flood
Management and Brian White and get back to you.

BOARD MEMBER BURROUGHS: That would be great.

PRESIDENT CARTER: Yeah, 1 think we understand
that there®"s -- that particularly with legislation and
legislative strategy and whatnot, that"s highly
confidential and we don"t want to compromise that. So by
the same token, on bills such as 1796, it"s -- that has
such a dramatic impact on us, in particular, this Board,
we would like to have more involvement in that. And we"re
going to have to rely on the assistance of Scott and Nancy
to make sure that we structure that in a way where we

don"t compromise your process and confidentiality.
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DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

Okay .

PRESIDENT CARTER: Thanks.

VICE-PRESIDENT HODGKINS: And 1 need to learn
about not making Fflippant comments, because some of the
comments sometimes end up in the newspaper. And when I
said earlier about the Governor asking for our input, 1
was intending to reflect the fact that the legislative
process is a tough one. Everything we do has to be done
in open session. And I think it"s very difficult to mix
those two things together and successfully move the
legislative program. So that really was the nature of my
comment, and it was not well put.

PRESIDENT CARTER: Please continue.

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

I will move on.

I will just touch briefly on critical erosion
repairs. Five new sites have been added to the list. We
now are up to 34 sites, | believe. And Don Kurosaka will
be up later to talk about that effort and correct me if
I"m wrong on the count.

We also have the draft Ayres report. 1 hadn"t
seen the report yet, but I understand we"re receiving it
today. And it does have 27 new critical sites. These

are -- in general they"re separate from the PL 84-99 sites
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that I spoke of. There is a little bit of duplication,
and we"re working to resolve that. But it looks like
there®s on the order of 22, 23 sites in the list that are
not already covered under PL 84-99 or current work efforts
that are already planned or underway. So these are the
sites that were previously existing, known, documented
critical sites, which have worsened to the point that they
are now critical.

This is simply a survey of the main stem
Sacramento River and maybe a couple of the major
tributaries. It is not a complete system surveyed by
Ayres. We"ve requested that they do a complete system
survey, which they have not done in the past. They will
be going back out in about a month or so and looking at
all of the system, all the other tributaries and the
bypasses for critical sites. So it is possible that in a
couple of months from now we will have an update and has
even more critical sites added to the list.

1"d like to talk to you a little bit about the
reorganization of flood management. And Lori here has a
handout showing the interim reorganization that we have
proposed and recently has been approved as an interim
reorganization.

The main point of this reorganization was to add

another office to the Division of Flood Management, headed
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by a principal engineer. And we have appointed a
principal engineer in the position. His name is Mike
Inamine. And he"s already a principal engineer for some
time in the Division of Engineering. And he"s transferred
over to help us out as our flood mission continues to grow
and our resources continue to grow.

This new office will handle levee evaluations and
repairs and floodplain management. And it will have three
branches in it:

The first branch is an existing branch, the
Floodplain Management Branch. However, it"s a pared down
Floodplain Management Branch. Currently the Floodplain
Management Branch under Ricardo Pineda not only has the
FEMA Assistance Programs and the floodplain Mapping
program in it, but it also has the Yuba-Feather Program,
as well as the Flood -- 1 think it"s the -- well, it"s the
Board®s Permitting Section, Flood Project Integrity -- no,
excuse me, I"ve got the wrong name. The name slips me but
it"s the section headed by Mike Mirmazaheri. And weT"re
breaking those two groups out of the Floodplain Management
Branch so that now that we have a lot of money for
floodplain mapping, we can have that branch focus most of
its efforts on floodplain mapping.

Out of AB 142 our expenditure plan calls for $35

million for our floodplain mapping. And we will be
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entering into numerous contracts with consulting firms to
begin an aggressive mapping program for the entire Central
Valley levee system for the state-federal lands protected
by the state-federal levees.

In addition to that, there will be a new branch,
Levee Evaluations and Repairs. And that branch will be
conducting the evaluations of levees beginning with the
urban levees. And we have carved out from AB 142 $35
million to fund these levee evaluations. There are
approximately 300 miles of urban levees that are in our
state-federal system. And the definition is, it"s an
urban levee If it were to fail it would flood 10,000
people or more. Using that definition, you have around
300 miles.

At a cost estimated at a little bit upward of a
hundred thousand dollars per mile to do the drilling and
engineering evaluations, the 35 million looks to be on the
order of the right amount for 300 miles of levee. And
111 talk a little bit about that as 1 move on through my
presentation.

And the next branch is the Critical Repairs
Branch. This group will take over where Don Kurosaka and
his program -- where they wind down. Don Kurosaka and his
effort through this year have done a tremendous amount of

work and accomplished so much in these 29 sites and adding
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5 more sites to that. But that group and Don himself
really came over on a temporary basis to provide this
assistance. And they"ll be going back later this year.
And we needed a branch -- a new branch to take over this
effort.

In addition, this branch not only takes over the
Critical erosion Program but the PL 84-99 Rehabilitation
Program with the 102 sites. That branch of course will be
spending perhaps on the order of $100 million over the
next year or two in accomplishing critical repairs, mostly
erosion repairs, but not entirely.

Another major point of this reorganization is
consolidation of our grant programs. We currently have
the Yuba-Feather Program, we have a Flood Corridor
Program, and we have a State Flood Control Subventions
Program. They"re located in different offices at this
point. Under the reorg they will now be consolidated.

And it"s especially important as we have AB 142 funds for
a new grant program, we intend to have $50 million for
grants statewide for critical repairs. And that can be
administered by this group consolidated into a branch.
And it poises us very well, if a bond were to pass in
November -- and we have two bonds on the ballot -- and
there would be a lot of grant funding that would occur

under that, and this would be -- this branch would grow
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obviously as we get more resources to administer bond
programs. But it"s a good start in the right direction.

Any questions on reorganization?

SECRETARY DOHERTY: Pardon me. What happens IFf
the bonds don"t pass?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

IT the bonds don"t pass, this reorganization in
my view is still sustainable. We have the AB 142 funding.
We also have a third year strategic budget proposal that
would add additional resources, including staffing and
funding, for us on baseline and one time. And then 1
think -- 1 guess 1"m a little bit of an optimist in this
regard. 1 think the Legislature®s put forth a signal that
they think flood control and flood improvements to the
system are very important, and they gave us $500 million
showing that. And I would tend to think without a bond
more funding may become available through a similar
process. Essentially pay as you go.

SECRETARY DOHERTY: When we continue to grow like
this, ten years down the road do you think that we"ll see
any paring back, or will it just continue to grow?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

I don"t think we"d continue to grow. Our
intention is really to stabilize the growth in a couple of

years and then use those additional resources and spread
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them out over ten years, assuming the bond passes. And if
the bond doesn®t pass this November, maybe a couple of
years later there®"d be another bond on the ballot and we"d
see what happens then. But the intention®s not to grow
every year, but rather to reach a level that we think is
sustainable.

And 1 should add, a lot of our funding will go
not towards additional staff but consulting work. And so
our growth is In two areas, additional staff and
consulting firms under contract to us.

BOARD MEMBER BURROUGHS: I have two questions.

On your chart here, is the green and the purple
the new positions?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

Yes. And I can tell you the meanings of those.

The purple are new positions that were approved
in the Governor®s budget January 10th through the normal
budgeting process. The green were added late in the
process through the May revise for implementing AB 142.

And over on the far right on the second page
you"ll see some pink positions. Most of them have been
filled, but there are still a few remaining. Those were
late additions in the May revise process for the
Subventions Program.

So we have 12 new positions possibly on the green
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with the new funding?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

No, we actually got 25 new positions for AB 142;
14 of them came to Flood Management and 11 of them went to
Division of Engineering.

BOARD MEMBER BURROUGHS: What does that represent
in salary per year?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

Depends upon the classification, of course.

BOARD MEMBER BURROUGHS: Just in general for the
overall in new positions.

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

I haven"t done an average. But typically an
engineer | think starting, the engineers we“re looking at
here, would be on the order of 60,000 a year.

BOARD MEMBER BURROUGHS: Well, 1 guess my
question wasn"t really -- 1 wasn"t iInterested in a
specific individual. Overall what was the new budget for
new employees -- new positions?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

We haven"t done a tally of budget for new
positions.

BOARD MEMBER BURROUGHS: Thank you.

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

I can get back to you what it is.
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1°d like to talk on the levee evaluations
quickly. 1 mentioned $35 million for that. We"ve put out
a request for qualifications back on September 1st. We"ve

received three statements on qualifications submitted to
us. And we"ve conducted the interviews, and 1 think we"re
ready to make a selection.

The intention is to make a selection, negotiate
prices for the services to be provided, and then begin
drilling in October once the contract is awarded.

We"ve also developed a standard operating
procedure for the drilling program, worked out most of
these details with the Corps of Engineers. The intention
is to have the Corps of Engineers ultimately buy in to the
program what we"re doing on the ground, evaluations that
follow, and eventually certify the work in the levees for
meeting design flows as well as hundred-year flood and
even 200-year flood, and that"s the target.

Two unresolved issues at this point that we"re
working on is that the Corps can only certify based on a
risk and uncertainty analysis. That can be problematic
sometimes because a levee that doesn”"t meet risk and
uncertainty analysis requirements may be very certifiable
according to FEMA certification requirements, which relies
on freeboard. And local agencies would very much like to

see us develop a program that is certifiable by FEMA, and
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we agree with that. So we need to work that out with the
Army Corps of Engineers so that certification can be
achieved by them, hopefully without using risk and
uncertainty. And also some of the details of drilling
such as use of the cone penetrometer need to be worked out
to make sure that FEMA will be accepting of that drilling
technique.

1"d like to move on to sediment removal projects
and touch on them quickly.

BOARD MEMBER RIE: I have a question --

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

BOARD MEMBER RIE: Yes.

-- on the levee evaluations.

Is the Corps going to participate in the funding
for the levee evaluations?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

To date, no, they do not have not have funding.
The Board two years ago requested in correspondence to the
Corps that the Board -- the Corps participate in the new
system evaluations, of both the Sacramento system as well
as the San Joaquin system. And that would include of
course detailed levee evaluations, exactly what we"re
pointing right here for the urban levees at first. The
Corps doesn®t have funding for this, and they have not yet

been able to reply affirmatively to our request for
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participation. Ultimately they really should and this
should be a federal effort and handled jointly between the
state and the federal government.

At this point it"s us. And, in fact, we"re
likely to fund them for their participation to make sure
that we"re complying with all the other requirements and
ultimately achieving certifiable levees.

BOARD MEMBER RIE: And traditionally the Corps
has funded those type of efforts. So where®s the money
coming from?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

This is AB 142 funds.

BOARD MEMBER RIE: Are we -- is there a
possibility that we can get authorization from Congress to
reimburse us -- reimburse the state for partial costs to
do these evaluations?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

I think in the long run that"s a possibility, a
distinct possibility for much of the work. 1 think the
way that would happen though would be under Section 104 or
Section 211. You have to have approval for that before
you do the work. 1 don"t think we"re going to have such
approvals before we"re doing this work. 1 think in the
long run though that"s a distinct possibility, because

we"re only talking right now about the first 300 out of
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our 1600 miles that we need to evaluate.

It could also be done through a special act of
Congress. They could certainly say -- could direct the
Corps that it will reimburse us and authorize that. But
that would be very unusual.

BOARD MEMBER RIE: So are you guys working on
that, trying to get some federal participation?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

I would say, yes, we"ve raised the issue. 1
guess I can"t -- I can"t say exactly what our plan and
schedule and the details of how we"re pursuing that
though.

BOARD MEMBER RIE: Okay. It would be interesting
to hear about that some more at a later date.

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

Okay .

BOARD MEMBER RIE: Thanks.

VICE-PRESIDENT HODGKINS: When you -- let me ask
you if you agree with this. 1 think that the effective
way to lobby for those kinds of funds is to engage the
local districts and get the local districts to engage
their congressmen and get their congressmen to do the
work, even if it"s not in the budget, to get those funds
approved in the appropriations that come basically out of

energy and water by and large back there. That"s the way
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the Sacramento Area Flood Control Agency has always worked
with them. They spend a fair amount on lobbyists; because
in effect our legislators to get those kinds of
appropriations through Congress need the assistance of
those lobbyists.

Do you disagree with that, Rod?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

I absolutely agree with you. In my experience
it"s the local agencies through their congressional
representatives that are most successful.

VICE-PRESIDENT HODGKINS: I mean Congressman
Matsui probably won®"t pay any attention to Rod Mayer. But
she certainly will to the Chief Executive of the Flood
Control Agency and the local elected officials. And you
have a situation 1 think where Congress is struggling over
what they do with the money. Everybody wants to bring it
home into their district. And you®"ve got to get the
locals together to work their congressman together to do
the appropriations. And it can be done, but it takes
concentrated effort.

BOARD MEMBER BURROUGHS: Mr. President, a
question.

PRESIDENT CARTER: Go ahead.

BOARD MEMBER BURROUGHS: In this new -- issue of

all this new funding and going towards levee repair
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critical sites, is there some pre-negotiations on waiving
some of the high cost for mitigation?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

No. We do need to comply with all the
environmental laws. And we are working with the resource
agencies to streamline the work in the permitting and to
reach agreement so that the work can proceed uninhibited.
However, the repairs, for instance, for the erosion
repairs, they do incorporate many environmental features
that have been requested by the local agencies during the
construction on-site, minimizing our off-site mitigation
bill. But 1 don"t think they would be willing to in
essence allow us to do things that would be jeopardizing
to endangered species.

BOARD MEMBER BURROUGHS: 1 understand the
endangered species. But I also am concerned about the
public safety. And if we —- if we use a large portion of
the money just for mitigation that actually never goes to
repairing the levees, it would seem that in the best
interests of public safety and for people that we are
efficiently spending the money. And since it is critical,
I would think that there is some room for negotiations, as
we were able to witness with the Corps on some previous
projects where they waived mitigation fees.

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:
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Well that"s -- that has not been the tenor of our
discussions. Of course we don"t want to over-mitigate or
mitigate for more than what we need to. But the real
tenor has been how can we work together to get this work
done. We understand that there"s significant mitigation
costs associated with the work. We want to minimize it,
but we understand there is a cost.

BOARD MEMBER BURROUGHS: I guess the common-sense
approach that I come to really imploring you when these
negotiations go through is that -- it seems to me that any
environmentalist who cares about the environment would not
want to over-plan elderberries in one location. And so 1
don"t know how many elderberries are necessary for the
environment. But it seems like we should really come to
the able with a common-sense approach when it comes to
spending this money for mitigation.

Thank you.

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

Okay. And Don Kurosaka may have comments on this
beyond what I"ve had. He"s been much more intimately
involved in it for the 29 sites.

1°d like to wrap up with a discussion of sediment
removal projects. After -- it"s been about five years of
planning and budgeting and stops and starts and -- we"re

now at the point where we"re actually moving soil out of
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Fremont Weir. And it"s a -- for me it"s a very good
feeling. We"re moving a million cubic yards over the next
two months, and we should be done by November 1st. The
actual construction effort began in late August and the
soils began moving in early September.

Next up for next year:

Sycamore Creek near Chico, 50,000 cubic yards
needs to come out of that channel. We"ve been working on
that one for a number of years. And it"s been very
difficult navigating the environmental compliance issues.
We think we"re underway towards positioning ourselves to
be ready to do the work next summer. And that also will
be very satisfying, to complete that effort.

And then of course the big one, Tisdale Bypass.
We"re performing the environmental compliance right now,
preparing the documents. And with the AB 142 funding that
we"ve set aside, which is $5 million, in our tentative
plan, which supplements general fund allocations for
sediment removal, we should be well poised to remove the
two million plus cubic yards of sediment from Tisdale
Bypass next summer.

Further down the road would be Bear River, where
there is also a large accumulation of sediment. We are
now in the modeling phase, incorporating survey data and

changes in the channel cross sections as a result of a
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walnut orchard being removed and a new setback levee,
incorporate that into the model to get the modeling right
to identify the reaches where working is to occur and how
much sediment needs to come out. And that is then the
basis for design and for environmental permitting. That
will be 2008 or 2009.

And, similarly, we have the same case essentially
for Cherokee Canal a little bit further down the road.

And we need to quantify that with modeling studies and use
of survey data that"s under way now.

Any questions before we turn it over to Don?

Thank you very much.

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

Okay .

PROJECT MANAGER KUROSAKA: Good morning. My name
is Don Kurosaka. 1"m the Project Manager for the
Emergency Levee Erosion and Repair Project.

I don"t have a written presentation or a
PowerPoint today. We"ve been extremely busy out in the
field trying to get these 29 sites completed. As you
recall, the Corps is responsible for repairing 10 of these
sites and the Department is responsible for repairing 19.

All these sites are in some form of progress
under construction. Overall we"re about 50 to 60 percent

complete on all these sites together collectively. There
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are three sites that the contractor has completed and has
requested a final inspection on. And those three sites
are on Cache Creek. So that final inspection is to take
place this Monday. So we"ll see how that goes.

SECRETARY DOHERTY: That was where the setback
levee was?

PROJECT MANAGER KUROSAKA: Correct.

SECRETARY DOHERTY: 1 thought that their board of
supervisors or somebody voted not to allow it. But they
went ahead and repaired it?

PROJECT MANAGER KUROSAKA: Well, 1 think that --
I think the majority of the county was supportive of going
ahead with the project. So 1 think --

SECRETARY DOHERTY: So all three of those sites
have been repaired?

PROJECT MANAGER KUROSAKA: Correct. We did have
some problems in trying to find a borrow site, but that
was ironed out.

So we have construction going on on essentially
all these sites in some form or another. There are two
sites that we have just begun doing some clearing work.
But essentially work is -- in one form or another is going
on on all sites. We have had our construction problems
and issues with getting certain things -- one of the

things that we have been facing in the Pocket area is
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trying to find soil for the earth fill. So the contractor
has been having a problem in getting -- getting those
sites completed. So we hope to get those Pocket sites
back under construction next week.

As Rod had mentioned, there is not five
sites -- well, let me correct that. We did an assessment
a couple months ago where we evaluated 19 sites that were
brought before us for review as critical sites. Our
consultant, DRS, completed their analysis and came up with
five sites that they"re recommending for repair. Three of
these sites are project levee sites. Two of them are
non-project levees. So at this time we"re still trying to
come up with a program to repair the non-project levee
sites and we"re going forward with the repair of these
remaining three project sites this year under this current
program.

There is an additional site that the Corps
evaluated under their 2006 Ayres study this year, which is
in the Pocket, which they are electing to add to these 29
sites. So there will be a total of four new sites that
will be added to the list of 24, which will make it 33
sites. So these three sites will be added by change
orders to our current construction contracts.

IT you want the specific locations, I can give

you that.
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PRESIDENT CARTER: Yes, please.

PROJECT MANAGER KUROSAKA: Three of the sites are
on the Sacramento River. The three sites on the
Sacramento River are at 43.3 on the right, 65.1 on the
right, and 53.1 on the left. And the last one is on the
Butte Creek in Unit 2 at Levee Mile 14.

So we are currently in the permit process with
resource agencies. The resource agencies are indicating
that they"ll be amending our existing permits to provide
for the construction of these sites. So we hope to begin
construction hopefully within the next few weeks.

In my previous presentation I gave you a budget
of $172 million for construction of these sites. The
Corps has some funding and they"re using about $16 million
of that new funding for the repair of these sites. So
we"re currently still at that budget level. We"ve spent
to date somewhere around 40 to 50 percent of those funds
thus far. So those funds will be coming out of the AB 142
funds.

Any questions?

PRESIDENT CARTER: Thank you, Mr. Kurosaka.

The four additional sites, so there"s 33 sites at
this point?

PROJECT MANAGER KUROSAKA: Correct.

PRESIDENT CARTER: Your plans are to repair those
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before the next flood season?

PROJECT MANAGER KUROSAKA: Correct.

PRESIDENT CARTER: So it seems like completion
November 17?

PROJECT MANAGER KUROSAKA: Correct. That"s --
you have to be negotiated with construction contractors.
But the contractors seem to be pretty acceptable to taking
on additional work.

PRESIDENT CARTER: Okay.

PROJECT MANAGER KUROSAKA: So that"s our
objective, to get it completed on the same time schedule
as the other 29 sites.

PRESIDENT CARTER: Okay. And maybe this is a
question more for Mr. Mayer than for you, Mr. Kurosaka.
But the PL 84-99 102 critical sites, the -- and we"re
contemplating make a 13 plus million dollar payment to the
Corps to start that -- are those scheduled for completion
before this flood season as well?

I guess my question is -- the definition of
"critical" is that they ought to be repaired before the
next flood season. Are they going to be?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

That"s the intention. However, when we find
critical sites late in the season, not like the ones that

Don began with where we had all year to work it, now we
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have a much shorter window to work the sites, we don"t
think it"s realistic that sites are going —-- all these
sites are going to be repaired before flood season.

What"s more realistic is that work will continue right
through November and December, much as it occurred in 1997
when we had to repair 550 sites. We didn"t stop this
because flood season started. We just kept going. And
that"s what 1 think is going to happen. With these first
sites for 13 million, 1 think it"s likely that we"ll
finish right around the beginning of flood season. But
there®s more to come.

PRESIDENT CARTER: Thank you.

VICE-PRESIDENT HODGKINS: 1"d like to say that I
think it"s an incredible accomplishment to actually have
gotten out and gotten work under way and be in a position
to finish this much work in, in effect, one year. That"s
a real accomplishment from the standpoint of DWR and 1
guess the Corps as well that"s been involved. And I just
want to congratulate you. 1 know how difficult it is to
move projects forward.

I also would like to ask a detail question, which
I don"t necessarily expect you to answer, but 1°d like you
to help me follow up with somebody. But I ran into a
person who was doing some of the environmental restoration

on one of these sites somewhere up by Colusa. He"s in
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effect being told he has to truck the water in to irrigate
the plants, but understands that there might be a way that
he could get the Department®s permission to pump water out
of the river.

Is it possible off line to pursue that a little
bit?

PROJECT MANAGER KUROSAKA: Yes.

VICE-PRESIDENT HODGKINS: Thank you.

PROJECT MANAGER KUROSAKA: I do want to mention,

I guess one of the things that we"re contemplating a
change on is -- we had hoped to get all the plantings in
with the erosion fixes on this November 1st deadline. But
one of the things that -- | guess one of the comments that
we had got from one of our contractors is that it might be
better to wait until this coming spring. And so that"s
one of the things that we are considering doing.

But water supply is an issue that we have left up
to the contractor to acquire for these plantings. And our
thought was that he would negotiate with someone
existing -- that has existing water rights to pump water
out of the river or has both water rights on the land.

PRESIDENT CARTER: Okay. Mr. Kurosaka, if one of
the Board members wanted to visit any one of the sites,
how would we go about doing that? Can we just walk on?

PROJECT MANAGER KUROSAKA: No, it would probably
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be wetter to have some type of guide. Just let us know
and we"ll try to do that.

PRESIDENT CARTER: Okay. All right.

PROJECT MANAGER KUROSAKA: Because we do go out
on a regular basis ourselves.

PRESIDENT CARTER: Okay. Very good.

Okay. So Mr. Punia said that he can facilitate
any site visits that any of the Board members want to have
on that.

I just remind you that if there are more than
three, then it"s got to be a publicly noticed meeting. So
I would encourage fewer than three to be on those visits.

Okay. Very good.

PROJECT MANAGER KUROSAKA: Thanks.

PRESIDENT CARTER: Thank you very much.

At this time why don"t we take a brief recess.
We"ll reconvene at 11:15 here.

(Thereupon a recess was taken.)

PRESIDENT CARTER: Okay. Ladies and gentlemen,
we can go ahead and continue with our agenda for the day.

We just finished up the Department of Water
Resources report, ltem 6.

We are on to Item 7, which is State of Emergency
- Board Actions.

So, Mr. Punia.
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GENERAL MANAGER PUNIA: Good morning. Jay Punia.

This report is to share with you what actions the
Rec Board staff has taken to facilitate the projects under
the emergency proclamation.

The Board has delegated the General Manager to
take these actions to facilitate and expedite those
projects, based upon the Resolution 06-08.

A variance was issued to special condition of an
existing River Partners® permit for the Del Rio Wildlands
Restoration property by the General -- Acting General
Manager on July 27th. This variance allowed Department of
Water Resources to transplant elderberry plants taken or
removed from the 29 critical sites that are currently
under construction as explained by Don Kurosaka.

The Rec Board staff also issued a permit to
Reclamation District 1000 to repair a portion of the
Sacramento River East Levee located at River Mile 75.1 in
Sacramento County. The Department of Water Resources
determined that the project falls under the Governor-s
proclamation.

And then Rod mentioned our cooperation agreement
was signed by the U.S. Army Corps engineers for
transferring $13 million to the U.S. Army Corps of
Engineers to repair sites under Public Law 84-99.

SECRETARY DOHERTY: May I ask a question?
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GENERAL MANAGER PUNIA: Yes.

SECRETARY DOHERTY: On this RD 1000, was it a
pump that caused the problem or was it just a natural
erosion?

And second question: The pumping station will be
rebuilt under separate contract. Will that be with
emergency funding or will that be that district funding?

GENERAL MANAGER PUNIA: I think I"I1 pass to
Steve or Dan to respond to this.

CHIEF ENGINEER BRADLEY: The problem has been
inherent in the levee in the area for some time. They had
quite a bit of problems last year in flood fighting it.

So they have known problems. Whether it"s a problem
caused by the pump station or not, | don"t know. But they
are removing the pump station. To my knowledge, the pump
station is not going to be rebuilt with emergency funds,
that that®"s an RD 1000 project to come in the future.

SECRETARY DOHERTY: Thank you.

GENERAL MANAGER PUNIA: In addition to this
cooperation agreement with the U.S. Army Corps of
Engineers, Rec Board staff also certified to the U.S. Army
Corps of Engineers that it has required land easement and
right of way for several sites to be repaired under Public
Law 84-99 Rehabilitation Program.

That"s it. Thank you.
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PRESIDENT CARTER: Just for the rest of the
Board®s knowledge and staff"s knowledge and DWR"s
knowledge, I received a call from the adjacent landowner
to Del Rio with regard to the variance that the Rec Board
did issue regarding their Permit No. 17659. The
landowner®s name is Eric Larraby. And they were very,
very concerned about the planting of the elderberry bushes
in the property, particularly in light of the geography,
topography and hydrology there. And particularly
concerned about propagation and concerned about River
Partners” intentions and past actions, that they®"ve not
had good experiences with them.

So just so everybody knows, Mr. Larraby said that
he was going to try and make it today, and evidently he
was unable to attend. But just so you know, there®s some
serious concerns with the adjacent property owners there.

SECRETARY DOHERTY: They did transplant those
elderberry bushes in a long row on the Del Rio property.
It"s being watered at the present time. But there was no
order to watch or to care for them beyond simply
transplanting them. So they may not even be there in a
year from now.

BOARD MEMBER BURROUGHS: Could you expand on some
of the problems they®ve had in the past.

PRESIDENT CARTER: 1 can"t at this time.
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BOARD MEMBER RIE: Is Mr. Larraby planning to
appeal the variance that was issued on the permit?

PRESIDENT CARTER: I can"t speak for him. |
don"t know if he -- he did not mention that he was
planning on appealing it.

BOARD MEMBER BURRQOUGHS: Are the problems some
possible future litigation?

PRESIDENT CARTER: 1 don"t know that.

Mr. Bradley.

CHIEF ENGINEER BRADLEY: Yes. The Del Rio site
actually is a site that"s under permit to the Reclamation
Board. We issued a permit probably about three years ago.
The total site"s around 230 acres. We issued a permit
that covered about a hundred and -- 1 don®t know -- thirty
acres of that, 125 acres, forest and restoration. That
permit did not allow the permit -- the planting of
elderberries.

We now have a permit that"s coming forward that"s
with staff at the moment requesting restoration planting
on the other about 90 to 100 acres. It does request
elderberry plantings. And Mr. Larraby has not endorsed
the permit as -- or not him per se, but the maintaining
agency in that area, has not endorsed the permit at the
moment.

PRESIDENT CARTER: Okay. All right. Any other
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questions?
Very good.
Thank you very much, Mr. Punia.
GENERAL MANAGER PUNIA: Thank you.
PRESIDENT CARTER: At this time we"ll move on to

Item 8, Three Rivers Levee Improvement Authority Monthly

Report.

Mr. Brunner. Welcome.

MR. BRUNNER: Thank you.

Good morning, President Carter, members of the
Board. 1 am Paul Brunner, the Executive Director of Three

Rivers. And it"s a pleasure to be here today.

A lot has transpired since the last time | came
here in June for Three Rivers. And I"m going to walk
through the various phases for you and describe what has
happened.

Parts of the month -- the couple months since 1
was here last have been a little turbulent for Three
Rivers. | think we"ve gotten through the turbulence and
we"re well on our way now in completing the levees and
doing what we"ve committed to do.

I have a map here that displays the Three River
Project, marysville being here, Highway 70 being here, and
65 is up in this area, Yuba River, Feather River and Bear

river. This is the Western Pacific Interceptor Canal
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here.

Phase 2 1711 address fTirst, what has happened on
that. And that®"s the Western Pacific Interceptor shown in
green here. This green area here at Yuba is really Phase
2. And a little bit of the Bear River. Right down in
through here is on the Bear.

But I"m glad to say that -- the part of the
project on Phase 2, that we"re still on schedule, we"re
making progress, and we"re nearing the end of the
construction season. And the project should be completed
by the middle of October, in that time period, and wrap
that up.

We do have one small issue that has come up on --
has been modified, the encroachment permit that was issued
on the Bear, then in through here where we interface with
CalTrans for a seepage berm. And we"re working with your
staff, DWR staff to either get a -- modifying a permit
that we have now or new encroachment permit. And we need
to have that in place by 1 October so that we can move
forward on that project. So hopefully that happens.

On Phase 3, on the construction, this is down
here and the Bear River down through here. This is our
setback levee that is well under way. And I'm really
pleased to announce that the embankment is now done. It

is in place. We"re still removing the old levee and
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working with your staff as to where that soil goes into
the future.

We"re now in the point of just kind of putting in
the wrappings on the particular site, things like patrol
road aggregate, the seepage -- the relief wells, some of
the inlet structures, finalizing them. We did also remove
the walnut orchard that®"s completely gone now. They"ll be
finalizing the chipping of some of the trees.

We did award the contract with River Partners.
And I was pausing there from the discussion that we just
had from the previous presentation under River Partners on
that. But we did award that contract. And we expect that
work to start really potentially next week. They"ve been
collecting seeds and ready to plant and our preferred
particular site there. This is the 300 acres setback
area.

Yes.

BOARD MEMBER BURROUGHS: Did you have any other
applicants for that project?

MR. BRUNNER: 1 believe we considered some.

Larry Dacus from MBK is project manager for that.

Do you know who else we may have had --

MR. DACUS: We®"ve been --

PRESIDENT CARTER: Would you please identify

yourself for the record.
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MR. DACUS: My name®"s Larry Dacus with MBK
Engineers, Design Manager with Three Rivers Levee
Improvement Authority.

We did have two applications. We asked for
qualifications from two, River Partners and Habitat
Restoration Research -- 1 think -- 1"m stumbling on the
name there. 1 can"t quite remember who the other firm
was. But another firm in the area that does restoration.

We chose River Partners to do the work on this.

MR. BRUNNER: If you"d like, we could get back to
you and provide that input to you.

BOARD MEMBER BURROUGHS: That"s okay.

MR. BRUNNER: So that contract is in place, and
River Partners will start working very soon.

Noted for the Board is that we do plan to have
some type of ribbon cutting event in the month of October
for the setback -- we believe this is a significant event
to have completed a major project like this, a setback
levee itself -- sometime probably the in middle part of
October. And that date is not yet set, and we"ll be
sending out invites.

This is a neat project area to come and visit.
And 1 would encourage folks, if you"d like -- and we"ve
extended the invite before for our levees -- is if you"d

like to come, come visit, go on the tour and see what has
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been done out there for this particular project.

The next part of the project 1*d like to talk
about is the Feather River, Phase 4, which is this river
area right through here. 1It"s a 12-mile stretch. And
this is the area that we"re currently under design. We
believe that this area right in through here will be a
strength-in-place design fix that GEl"s working on.
Probably construction in the 2007 time period. The middle
part in here is where we"re considering doing an
alternative, a setback levee. There®s an environmental
impact report out looking at the different design
alternatives for that, and then environmental work on that
right now.

As GEI was doing the design work and doing an
alternatives studies, particularly between doing the
setback here or strength in place here, they found in this
area here a design glitch. And I word it like that
because during the January time period of this year there
was high water and we did see some water coming up through
boils. They came from the other side -- land side of the
levee, which caused them to reconsider what was going on
there. This is an area that Corps of Engineers as of 1997
flood event that happened in there had fixed with a slurry
wall. So at that point our consultant came forward, did

some of our core borings. And we got back results, really
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just right after 1 got done talking to you at that meeting
in June, and we were then confronted with a significant
cost potential increase to our project as to what we were
going to do with that.

That cost increase did cause turbulence to go on
within our program, which we eventually worked through
over the last couple months with the developers, and also
worked very diligently with DWR in working with AB 142
funds and a commitment with that, and potentially a
combination of 84-99, to use some funding from that.

So we did get some commitment from DWR to help
support for our project in the future. And that"s really
dependent upon some of the actions that they®re working on
that Rod was talking about earlier for that. And we
appreciate their support in that area.

One of the most significant things that came from
this project was in the end of August we were able to sit
down with Corps of Engineers representatives that did the
previous design and fix for the site, along with our
consultant and DWR reps, and work through what is the fix
that"s needed at the site, at least have the open
discussion for it.

And most likely the overall cost increase that
was being proposed by GEI will come down in cost,

hopefully significantly. And I should have the final
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results of that in around the October time period -- late
October.

But there was enough effort between the design
work, the consultant work that we had, the discussions
that took place, the internal commitments from the county,
from our developers, and also the support that was shown
from the state, that the landowners did go forward and
they did sign the second funding agreement. They
committed to $135 million commitment for our program to
complete the project, which this is a major step. And
they also funded the first escrow agreement, which is the
$20 million to move forward in our project, which is a
very significant event for us. So at that point now,
we"re moving forward with Phase 4 with the commitment to
complete the project.

But there for a while it was rocky as we worked
through the costs. And so it was very significant for us
and we did make that happen.

BOARD MEMBER RIE: 1 have a question.

SECRETARY DOHERTY: Yes, I have a question.

Oh, no.

PRESIDENT CARTER: Ms. Rie.

SECRETARY DOHERTY: 1"m sorry.

BOARD MEMBER RIE: 1 was just curious. What

exactly was the problem that you found?
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MR. BRUNNER: Well, what they found was that
potentially the slurry wall that was for this mile stretch
was not really anchored into a clay layer and that there
was water coming up underneath that, which would be
underseepage problem in that area and still cause a
problem in the area.

When you look at the soil borings and the
profiles, there may be a concern there. | know GEIl has a
concern with that. The Corps was looking at their
borings. And a little bit of difference between what they
had. But potentially it"s not really anchored into a
confining lens or the water would still come through,
which is a concern.

BOARD MEMBER RIE: So are they going to have to
come out?

MR. BRUNNER: Well, the slurry wall won"t come
out. But the redesign of the fix, |I mean we had a -- GEI
had proposed a very elaborate fix. Most likely we"ll have
an extended seepage berm, is my guess, that will go into
the site that will help Ffix this particular part of the
levee. Then this is where we"ll get into -- in fact, we
already are in discussions with the Corps since this is --
was originally fixed with the Corps as to the cost, the
reimbursements, perhaps it"s an expanded PL 84-99

expenditure as part of the discussions that we"ve been
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having with DWR about expensing and using some AB 142
funds to work the project. Some way of trying to fix this
particular part of the levee.

There®s another mile stretch that GEI also
identified on the Feather that may have a similar problem
on it. So at the same time we"re looking at that, which
would represent a significant cost.

There was a question --

SECRETARY DOHERTY: Couldn®t you put another
slurry wall down deeper?

MR. BRUNNER: Potentially you could. 1 mean that
would be an additional cost to do. And there may be a
better way to fix it through the seepage berm then. And
if you don"t hit the confining layer, that the slurry wall
really matches what you need to meet this design.

In this particular -- there"s bunch of river
bottoms in this area, sand and gravel lenses, that the
Feather River®s built over the levee in that concurrent
one. And it may not be really all that viable in a
stretch of the Feather River to do that.

So the design engineer®™s proposing to do some
other design, this large seepage berm.

SECRETARY DOHERTY: So at the point where it
turns the corner and starts north on the Yuba, the

Feather -- the Bear has met the Feather, I meant. The
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MR. BRUNNER: Bear and the Feather come together
here.

SECRETARY DOHERTY: Yes, yes.

MR. BRUNNER: The area that we"re talking about
is up here.

SECRETARY DOHERTY: Right there. But as you go
towards that point, are there not already seepage berms
there?

MR. BRUNNER: There are -- part of the original
fix there was a seepage berm. This would be an expansion
of that.

SECRETARY DOHERTY: So the seepage berm is still
there?

MR. BRUNNER: Yes.

SECRETARY DOHERTY: And then just north of that
there®s that banana-shaped piece of land. And there®s
some numbers that 1 can"t read from here.

Yeah, that -- that piece of land that"s outlined
in black.

MR. BRUNNER: Okay.

SECRETARY DOHERTY: Now, is that orchards or is
that a seepage berm?

MR. BRUNNER: It would be hard to tell

without -- there is agricultural property up and through
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that area.

SECRETARY DOHERTY: So you mentioned that you
might put some more seepage berms along through there --
or a setback levee. Excuse me. You said a setback levee.
Well, now, is that land all owned by the project?

MR. BRUNNER: This land from between -- for the
setback between --

SECRETARY DOHERTY: -- between the black levee --

MR. BRUNNER: You mean here to here?

SECRETARY DOHERTY: Yes. Is that all owned by
the project?

MR. BRUNNER: It currently is not. So part of
the option that we have for the setback levee alternative
is to purchase that property for the setback. It"s about
1600 acres that we would need to acquire if we did the
setback alternative.

SECRETARY DOHERTY: Have you talked to the people
along there?

MR. BRUNNER: They are aware of the issue of an
alternative being there. I1t"s in our draft environmental
impact report.

The issue that we have on taking that option is
realty the cost of the land that would come through that.
When we acquired property down here for this setback, we

did that through eminent domain. And the cost there is
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still in Court. That court case is | believe in the March
time period where it will be settled. And the decision on
that will probably have some bearing on the property costs
up here as to what the final resolution will be.

BOARD MEMBER BURROUGHS: Question.

When was the slurry wall project completed?

MR. BRUNNER: It was completed -- 1 don"t have
the exact date, but it was after the 1997 event.

BOARD MEMBER BURROUGHS: So i1t"s been relatively
a few years since --

MR. BRUNNER: It"s been relatively recent, yes.

BOARD MEMBER BURROUGHS: What was --

MR. BRUNNER: In fact, during the initial phasing
of a project, iIn discussions with the Corps, the section
of the levee really was considered to be sort certifiable
from their perspective. And the cost is -- what we"re
looking at right now or what we may have to incur is
really a brand new cost to the project, and that"s what
cost is hurting us, is that we had this essentially a
surprise that came into our program.

BOARD MEMBER BURROUGHS: That"s very unfortunate.

What lesson was learned here? Could there have
been anything that was prevented? Is there actually a
mistake? You mentioned that it didn"t have clay soil to

anchor into. How deep is the clay soil?
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MR. BRUNNER: Well, when you -- in other portions
of the levee there are clay. And I think when the
engineer in the field was looking at the site, talking to
the Corps representative, there was a clay lens, of which
the soils engineer reported back. And they believe that
they did anchor it in there to the slurry wall. In
talking to the Corps, 1 think they would still say that
they believe that"s true.

I think the issue comes here is your amount of
field reconnaissance or borings that you take just won"t
really verify what the fill conditions are. And you do
spend -- it"s really a factor of that. 1 mean you go
through and -- and Mr. Mayer was talking about that about
the design criteria that you go through. One boring per
thousand feet or whatever you take. If you have a winding
river bottom, you"re really trying then to pinpoint the
geology below ground, and you don"t have a clear road map.
So it"s a function of how many data points you take. And
I think that"s a lesson learned, is to look at that. And
then you need to use your consultant engineering expertise
to design and know whether or not they have enough data.

BOARD MEMBER BURROUGHS: Do you know what the
cost was for the construction of that slurry wall?

MR. BRUNNER: I do not. But I could get that.

BOARD MEMBER BURROUGHS: Thank you.
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MR. BRUNNER: I mentioned also on the Feather
that we had the CEQA document out for the alternatives.
The public comment period for that closes on September
18th. And this is also an opportunity for the residents
to comment on the setback levee and the alternatives being
proposed for that particular stretch of the river.

BOARD MEMBER BURROUGHS: Where will that location
be at and what time? September the 18th?

MR. BRUNNER: The -- 1 missed your question.

BOARD MEMBER BURROUGHS: You mentioned public
comment availability on September the 18th. | just wanted
to know the location and the time.

MR. BRUNNER: The meeting for the public
notification actually was already occurred -- or the
public hearing for comment occurred. We"re now just --
the 18th is when the final period is for comments to come
in. The meeting took place in Yuba County in the
Government Center.

BOARD MEMBER BURROUGHS: 1Is there an address for
that?

MR. BRUNNER: Yes, there is. It"s -- it would be
my address. As the public comments are coming in, 1 can
provide that to the Board.

BOARD MEMBER BURROUGHS: Yes. Thank you.

MR. BRUNNER: The last item -- or the next item
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I*"m going to talk about is the Yuba Phase 4, which is this
stretch right here. The contract for this was awarded,
and it was awarded right around the time in June when 1
came forward for you on that project. And the actual
start of the project was somewhat impacted -- or quite a
bit impacted by the funding issues that we went through.

The work was -- I did issue a notice to proceed
on the project last week -- or actually two weeks ago now.
And it is well underway. The levee is coming down. And
they"re performing the slurry wall installation as we
speak. And they are working 24/7 to accomplish that work
before the bad weather comes.

So that"s making good progress.

There is one issue that has come up -- and it may
cause us to come back to the Board next meeting to ask for
a decision from you -- is that when we did get the
encroachment permit for this project, one of the
conditions in it talked about requiring us to not raise
the levee beyond the 1957 flood standard level that was in
a Corps study. That particular level does not meet the
200-year standard that we were trying to achieve and then
we have our project and are designed to go to. So what
we"re doing is rewriting hydraulics, working with staff to
meet that goal. We have talked to DWR staff. And maybe

not fill, but they have the authority to issue and grant
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that.

So we"ll rerun the hydraulics and come back and
present the case to build the levee for the Yuba in that
area just to a 200-year standard, which our design is for.

Our overall average height raising for that levee
is three-tenths of a foot that that represents.

VICE-PRESIDENT HODGKINS: Paul, 1°"m going to -- 1
have engaged in many conversations with our attorney about
the liability issue associated with deviating from the "57
profile. And I think that a key issue here in getting
through whether or not that higher levee is acceptable is
going to be whether or not your modeling shows there are
any hydraulic impacts from that improvement. So if
there®"s no hydraulic impacts, then 1 think counsel may be
comfortable that the Board could approve the change. If
there are hydraulic impacts, then we"re going to be
looking right smack in the face of what is going to be a
major problem for the Board as we move forward and try to
improve this system.

MR. BRUNNER: All right. This is part of your
handout that shows the current elevations. And you"ll
notice that on the chart some of the existing heights are
actually already above the "57 standard height. That"s
the height that"s there.

So we"ll run the hydraulics and we"ll bring the
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information back to you all and make our presentation.

VICE-PRESIDENT HODGKINS: I don"t mean to take
away from staff. So you work with staff and whatever they
say. But that"s where | think the issue is.

MR. BRUNNER: Okay. And my last item is: Where
do we stand on the building permits that we show? And
this is the graph that 1 showed last time that portrays
what we have.

The red dash line or the line on top represents
the overall building permit limitations that we have from
the first agreements that we had that represent the 1500
permits. The green line was the first commitment that we
had for 2005. The blue line, or this line right here,
represents the rate that building permits are being
issued.

And where we are right now is that we have not
yet reached the -- actually you issued the permits all for
the "05 and "06 time period. So there was about 69
permits that were issued in August. 1 think that
represents the overall growth slowdowns that have occurred
in the area. And with the advent now that the second
funding agreement was signed, the commitment to the $135
million was signed, and we"re moving forward on our
project, Yuba County is now working with the developers

that are in part of this plan to actually remove the
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overall building restriction that we have.

With the lack of growth in the area right now
we"re building, 1 think there®s a slowdown in that work,
but that has been removed from -- by the county.

Is there any particular questions | can respond
to you?

BOARD MEMBER BURROUGHS: One more question.

On the litigation on the land that was taken by
eminent domain, when do you project that will be
finalized?

MR. BRUNNER: We should be in court -- right now
it"s scheduled for the March timeframe, March of "07.

BOARD MEMBER BURROUGHS: Thank you.

PRESIDENT CARTER: Mr. Brunner, 1 thought 1 heard
in your presentation that all of the funding, financing is

in place in escrow accounts at this point

MR. BRUNNER: That"s correct.

PRESIDENT CARTER: -- to proceed with Phase 47

MR. BRUNNER: Correct.

PRESIDENT CARTER: And then with regard to the
building permits, what I"m seeing on this -- 1"m a little
bit confused. The Board took action to amend your permit
to allow more permits to be issued earlier in the summer.
The prior permit limitation, self-imposed, was 700

permits, is that correct, up through November of this
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year?

MR. BRUNNER: We had -- for the last two years
the sum between the two was 700 and 800, for 1500 permits,
which this line represents. In the "06 was 800. So less
here is 700, you"re correct.

PRESIDENT CARTER: All right. And if one were to
extrapolate the slope of that purple line there through
November, you might be issuing somewhere between 12 and
1400 total permits or an incremental of 4 to 500, is
that --

MR. BRUNNER: You"re looking for how many permits
we will issue between now and the --

PRESIDENT CARTER: Well, just as a guess.

MR. BRUNNER: It"s really hard to project,
President Carter, as to what it will be, because the --
it"s really a function of the developers pulling those
permits and what their belief is that they can build and
build the homes in the market for them.

There"s also a function in here between
developers -- when we finally signed the agreements for
the 135 there were some developers that stepped aside from
the overall commitment. And the rest then came to the
plate to make the commitment for the full funding on it.
And so there could be some function in here in the next

few months. Those that were in the part of their Ffirst
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funding agreement may end up still to pull permits on
that. And the other folks that are still iIn It maybe is
pulling some permits too. So you may see some variation
in trends.

I don*t think you can make a trend analysis from
the 69 forward here -- too much can project in the future.
I mean for many months we had that flat line.

VICE-PRESIDENT HODGKINS: A lot of times they"re
pulling permits now so they can get started and get the
house up enough to be able to work on it through the
winter. So that -- | agree with Paul. You just have to
wait and see what happens. Trending anything on the basis
of a month"s growth would be a big mistake.

And the whole purpose of -- I worked with Paul in
formatting this chart -- was so that there is a record in
front of us and in front of the public on whether or not
our action changed in any way the number of permits that
are pulled in comparison to the earlier Board"s
constraint. And what it shows so far at least is our
action, which has resulted in further improvements in
flood protection in that they are going forward and fixing
a very problematic area that threatens the existing homes,
has not resulted in more building permits being issued
than would have been permitted under the prior Board"s

permit conditions.
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And, you know, my think is | would just as soon
have a public record of what"s being issued than try and
deal with quotes and numbers that get permitted in the
paper where | don"t know what"s happened. And 1 think
this is a good way of showing that.

PRESIDENT CARTER: Okay.

BOARD MEMBER BURROUGHS: 1 have one more question
about the lawsuit, taken by eminent domain. When was that
lawsuit filed? And when were we Ffirst notified of it?

MR. BRUNNER: Well, the specific dates 1 do not
have, but I can get it for you. It"s been within the last
few years when the lawsuit was filed. But | can get that
specific date for you.

BOARD MEMBER BURROUGHS: Thank you.

PRESIDENT CARTER: Any other questions?

SECRETARY DOHERTY: Yeah, 1 have one other
question.

They were going to rework the escape routes.

Have they done that, that they were publishing?

MR. BRUNNER: The parts of the county that are
working that are working through that to try to finish
that, yes.

SECRETARY DOHERTY: Oh, okay. Thanks.

MR. BRUNNER: And in October 1°11 come back and

give a status report of that.
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SECRETARY DOHERTY: Okay.-

PRESIDENT CARTER: Appreciate that.

Anything else?

I"m sorry. Steve, go ahead.

CHIEF ENGINEER BRADLEY: Yeah. Paul, did I hear
you right? You said that all the money that you need for
Phase 4 is in escrow, the whole 135 million, or is just
the 20 million initial payment that is due that"s in
escrow?

MR. BRUNNER: The first installment, the 20
million, is in escrow. The 135 is not in escrow. But
this first 20 million -- we have a commitment to the 135
that the landowners have signed up for that lays out the
second funding. And that is what we all had worked
through. If it was the impression the 135 was in escrow,
that"s not accurate.

But what we have are five -- we call them capital
calls that are strategically placed along with the
construction of the Phase 4. So the next escrow call
where it will put additional money in, and this particular
one is 10 million, is based upon the tempo of our project
when money is needed, is in the November timeframe. And
that particular capital call is for 10 million. So the
developers would then put 10 million into the cap -- into

the escrow account that would cover our cost for Phase 4.
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The next significant capital call was in March of
07, which follows along our construction season, which is
around $55 million that they would put into the escrow
account. And then it would follow on throughout the rest
of "07. Another one -- in "08 there®s another one. It"s
really a function of the landowners making a huge
commitment of the money and then having the money under
accounts to be used. Then when it"s needed, they"ll place
it in there for us to use.

CHIEF ENGINEER BRADLEY: Can they not pay the
money, or does the agreement tie them up to -- 1 mean
how -- market®s a little soft. And I"m just wondering if
they decide that they cannot continue to build for the
near future, do they still have to pay the money on the
schedule that you request it for?

MR. BRUNNER: Well, it"s a question -- 1 would
answer that they need to pay the money by contractual
arrangement. So they"d have that funding agreement that
everyone has signed from the develop -- from the
commitment. There"s certainly the commitment, of which
all attorneys will then argue in that case. But there is
a commitment from the landowners to fund those in good
faith for moving forward. And I would think that they
would fund -- and they understand the ramifications if

they were not to fund on particular items. You have the
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landowners come before you and their representatives and
pledge to them on numerous occasions. And we take that as
good faith. The Board of Supervisors, Three Rivers, my
board, along with RD 784 has stepped forward and signed
the agreement along with the landowners, those that are
remaining, and made that statement that we®re moving
forward.

PRESIDENT CARTER: Okay. Any other questions?

Very good. Thank you very much.

MR. BRUNNER: Thank you.

PRESIDENT CARTER: All right. We have no -- or
no issues for Items No. 9, 10, 11, 12 before the Board.

It is the noon hour. What 1 would suggest is
that we break for lunch and then reconvene at 1 o“clock to
continue our agenda at Item 13.

Everybody concur?

All right. So we are in recess.

Thank you.

(Thereupon a lunch break was taken.)
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AFATERNOON SESSION

PRESIDENT CARTER: Good afternoon, ladies and
gentlemen. 1°d like to go ahead and reconvene our meeting
of the State Reclamation Board.

We are currently about to begin Item 13,
Applications.

Specifically we have Application No. 18046,
Castle Principles, LLC, Sacramento County. It was
continued from our July 21st meeting.

Mr. Mirmazaheri.

Good afternoon.

MR. MIRMAZAHERI: Good afternoon, President
Carter, members of the Board.

Let me First congratulate my colleague, Jay
Punia, on his new position as General Manager of the
Reclamation Board. And 1 look forward to working with you
in the future.

Item No. 13, as you mentioned, Mr. Carter, is a
continuation of the application which was presented on the
July 21st Board meeting. There was extensive discussions
back then. And then at the end of discussion it was
decided the item to be tabled for the September meeting.
And that"s why we are here today.

What 1 would like to do is I°d like to begin

asking Mr. Scott Morgan, Board legal counsel, to give us
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some of the progress and anything that happened between
July meeting and now. And then after he"s done Noel
Lerner from Department of Water Resources Maintenance
Branch is here, and he"s going to talk about DWR
involvement as far as formation of the maintenance area.

And at the end I"1l1 be available at the pleasure
of the Board. If you want me to refresh everybody"s
memory on the presentation that was done in July, I°11 be
more than happy to do that. |If there"s no need for it,
I"m here for any questions to answer.

So if Scott Morgan could begin his part, 1°d
appreciate that.

STAFF COUNSEL MORGAN: All right. Thanks.

Just to remind the Board, at the last meeting in
July when this item was brought to the Board, there was a
motion made to amend the staff recommendation, which
failed. And it wasn®"t an outright rejection or at least
we didn"t perceive it to be an outright rejection of the
application. It was a failure of that particular motion
to amend the staff recommendation.

And we left it open for the applicant to return
once he had resolved the issue of an entity responsible
for operating and maintaining the project and making
themselves known.

As you recall, with this project it"s a small
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stretch of project levee that for one reason or another,
and we don"t actually know, has not been operated and
maintained by a local entity and no local entity has
admitted to having any responsibility of operating and
maintaining it. And this Board expressed a -- well, not
reluctance -- an outright refusal to grant a permit for a
project where there was no local entity maintaining the
project. And so the condition was, get someone to
maintain the project, come back and we"ll look at the
permit application at that time.

Subsequent to that meeting we met with the
applicant and we indicated that if in fact no local agency
was going to maintain the project, the state would have an
obligation under the maintenance area law to establish a
maintenance area. And that the decision is for the Board
to decide how -- what level of protection or what level of
certainty that there is in terms of an agency taking over
the 0&M responsibilities. But in my view as a legal
matter, if the Department were to determine that it was
going to embark on a process of establishing a maintenance
area, that would be legally sufficient in my mind to say
now we know that there®"s an entity out there that will
ultimately take on this responsibility.

It takes some time. Rod Mayer is here, Noel

Lerner®s here, and they know about the mechanics of the
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process of forming maintenance areas. And they can
describe for you what happens, how long it takes. It"s
not an instantaneous process. But in the scope of flood
concerns in this particular area, particularly and also
relative to the timeframe in which the development would
conceivably occur, | suspect it"s rapid enough for the
purposes of the Board. And the important thing is we know
that ultimately there will be a responsible agency taking
care of this project. And it would be the State of
California through the Department of Water Resources.

So we indicated to the applicant that if -- we
would put this item back on the agenda for this month.
And if the Department of Water Resources were to determine
that it would embark on forming a maintenance area, we
would bring it to the Board and the Board can then
consider whether to grant a permit.

And, Noel or Rod, one of you guys going to talk
about the maintenance area issue?

SENIOR ENGINEER LERNER: Yes.

Good afternoon, members of the Board and, happy
to say, General Manager Punia. My name is Noel Lerner.
As Scott said, I"m Chief of the Maintenance Support Branch
in the Division of Flood Management. And we"ve been asked
to undertake the formation process. And I"m here to very

briefly describe that process and answer any questions you

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

93
might have.

The process is straightforward, and we follow
what"s prescribed by the Water Code Section 12878. And
we"ve initiated the process by writing a letter that was
signed yesterday by Rod Mayer, the Division Chief. And
it"s been sent to agencies that we think might be involved
in the —-- might be involved as the local maintaining
agency, stating that we"re undertaking the formation
process and that we"ll continue that process and complete
it unless an agency steps up. And that really is the
initiation.

What is prescribed by the Water Code is that the
first step is to write a prepared statement of necessary
work, which describes the deficiencies and estimates the
cost for the current year and the following year for
undertaking the maintenance required to address those
deficiencies.

And the Water Code is written with the idea that
there is a local agency out there, because there"s a —-
once that document®"s completed, there®"s a 45-day protest
period for the local agency to review that. And then
after that period closes, within 30 days the Board would
meet to review the statement, listen to the local
maintaining agency, and then make a decision on whether to

continue with the process or to accept the local
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maintaining agency stepping up.

In this case, we would still anticipate mail out
the statement of work to the agencies we"ve already
contacted. We don"t anticipate them stepping up. But if
they do, they can come forward, protest it. But if
there"s no protest, then the next step will be -- after
the Board authorizes to proceed, would be to form a
boundary map that identifies the area, defines any benefit
zones and assessment. And after that, there"s a notice
period and a public meeting held where the public would
have a chance to see the map and make comments.

After that map is finalized, we would come back
to the Board, and the Board has an opportunity to vote and
approve it. And if they approve it, then a maintenance
area is formed and recorded.

And we anticipate that process taking about six

months.
SECRETARY DOHERTY: Pardon me. | missed your
name .
SENIOR ENGINEER LERNER: Noel Lerner.
SECRETARY DOHERTY: Oh, okay. Thank you.
SENIOR ENGINEER LERNER: No questions?
PRESIDENT CARTER: I have one question, Mr.
Lerner.

It"s currently the case that there is no
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maintaining agency. Does the state have to acquire
easements for the levee? Are there easements on record
now for somebody who built a levee or took responsibility
for it?

SENIOR ENGINEER LERNER: At this point 1 don"t
know. It appears that it"s a part of the federal project.
Otherwise we wouldn®t be undertaking this. So, you know,
I assume that there are easements. But that"s something
we have to look at.

STAFF COUNSEL MORGAN: And just for
clarification. The appearance that it"s a federal project
comes from the Corps of Engineers, who tells us that it"s
a federal project. So I mean It wasn"t just a
supposition. We have gotten confirmation from the Corps
of Engineers that this is part of a federal project.

SECRETARY DOHERTY: This is what this copy is
here, this --

STAFF COUNSEL MORGAN: 1 don"t have that, so I
don*t know what that is.

We did receive a letter 1 believe from the Corps
of Engineers or an e-mail from the Corps of Engineers, one
or the other, confirming that this was -- this stretch of
levee was part of a federal project.

SENIOR ENGINEER LERNER: 1It"s described in the

0&M manual. Although there was no official turnover
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letter, it is described in the Corps"s 0&M manual.

PRESIDENT CARTER: So it slipped through the
cracks, 1 guess, at some point in time. We don"t know
when or --

SENIOR ENGINEER LERNER: Correct. That 0&M
manual was written in 1954, 1 think. So there"s a little
bit of institutionalizary loss.

PRESIDENT CARTER: Okay.

VICE-PRESIDENT HODGKINS: Question for Noel.

Noel, suppose this levee was deficient, either
from freeboard, levee stability, or underseepage. Would
those all be matters that the maintenance district would
be required to Fix?

SENIOR ENGINEER LERNER: 1 think it would be
limited to maintenance -- what"s required for maintenance,
not improvement. So if it were an under --

VICE-PRESIDENT HODGKINS: Isn®"t maintenance
keeping your levee up to profile?

SENIOR ENGINEER LERNER: Maintenance would be
keeping the levee in accordance with the operation and
maintenance manual and what was specified in that. And I
can"t tell you today what that entails.

VICE-PRESIDENT HODGKINS: Okay. So if there were
defects in this levee, those would not become the

responsibility of the maintenance district if they weren"t
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due to maintenance?

SENIOR ENGINEER LERNER: 1°d say so. 1 agree
with that.

VICE-PRESIDENT HODGKINS: Okay.-

BOARD MEMBER RIE: Okay. So at this point Rod
Mayer sent a letter to somebody, a bunch of people stating
that the state is willing to take over the maintenance at
this point?

SENIOR ENGINEER LERNER: We are going to proceed
with forming a maintenance area.

BOARD MEMBER RIE: That has already been decided.

And so unless someone steps forward and says that
they want to maintain it, we"re going to proceed forward?

SENIOR ENGINEER LERNER: Correct.

BOARD MEMBER RIE: Okay.

PRESIDENT CARTER: Just for the record, the
letters that we have on hand from Mr. Mayer are to Knights
Landing Ridge Drainage District, Yolo County Service Area
No. 6, and the Reclamation District 730, Knights Landing.
So | guess -- | guess had responsibility for levees around
this particular site?

SENIOR ENGINEER LERNER: Yes.

PRESIDENT CARTER: All right. Any other
questions for Mr. Lerner?

SECRETARY DOHERTY: So this is strictly
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informational?

SENIOR ENGINEER LERNER: Correct.

PRESIDENT CARTER: Okay. Very good.

Thank you.

MR. MIRMAZAHERI: Scott, anything else we have to
add?

STAFF COUNSEL MORGAN: Well, 1 do want to add,
the maintenance area process -- and Mr. Hodgkins asked
questions related to this. The ability of the maintenance
area to go beyond maintaining the existing structures. |
believe, and I think Mike can address this or the
applicant could address this, that the application
envisioned modifications to the levee that would have
improved it. And it would be -- If there"s going to be a
permit issue, | think it prudent to form a maintenance
area based on the condition of the levee after it"s
improved by the applicant rather than before, because the
maintenance area process freezes the status quo. And so
you want to see the fixes made before.

But, again, I think we could probably work around
that issue by just permitting extraordinary maintenance be
done by an entity so long as the work is being approved
by, In this case it would be the state for the maintenance
area. And have those improvements overseen by the

Reclamation Board, by the Department and then turn it over
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to the project. And either way probably would work.

MR. MIRMAZAHERI: As far as fTixes, the Yolo
County has requested and requires the applicant to
maintain the levees on the landside to a minimum of 3 to 1
and -- which is better than what the Corps of Engineers on
the landside requires, which is 2 to 1. So typically an
application which is the work done on the levee, the
landside slope, we could ask them to maintain it at 2 to
1. But in this case because of the Yolo County
requirements, they will be asked to maintain it at 3 to 1.

I guess in summary briefly, the July 21st, last
meeting, and today, this meeting, the only development is
that the Department of Water Resources has agreed to step
forward and form a maintenance area for that. And this
was one of the obstacles -- the main obstacles that was
discussed back in July.

And from here on, you know, at the Board"s
pleasure, if there is any question on the technical issues
or if the Board would like me to do a quick summary of
what was presented back in July or however you would like
to do it, I"1l be at your service.

SECRETARY DOHERTY: You said the applicant will
be doing work. 1Is he going to be doing work on this levee
before its accepted into a maintenance district, or when

is the work being done?
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MR. MIRMAZAHERI: 1"m not quite sure.

SECRETARY DOHERTY: Did 1 understand or --

MR. MIRMAZAHERI: Right. The time-wise 1"m not
quite sure. But the obligation for the applicant to do
the work would be part of the permit. Whether that"s
going to happen before formation of maintenance area,
which 1 do not know how long it"s going to take, or after,
that I don"t know. 1 don"t have a good estimate of time
for both processes to go on concurrently.

SECRETARY DOHERTY: Were they going to do a
hydraulic analysis?

MR. MIRMAZAHERI: Do you want to address that?

PRESIDENT CARTER: Lady Bug, 1 think to a certain
extent that"s the point that Scott was making in terms of
whether or not the maintenance area is formed before or
after the work is completed, because the maintenance
area -- the formation of the maintenance area freezes the
condition of the levee, | guess.

SECRETARY DOHERTY: But can they work on the
levee without a permit?

PRESIDENT CARTER: Well -- yeah, Scott.

STAFF COUNSEL MORGAN: No, they can"t work --
they won"t be able to work on the levee without a permit.
This permit -- 1 don"t know if the applicant®s here to

talk about this timeframe, if he were to get a permit now,
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what he would do when. But I"m assuming that some of the
work s supposed -- is to be done before the flood season
starts in November. And that"s going to be long before
the maintenance area can be formed by the Board after the
material is brought from the -- by the Department.

So you would have improvements in the levee.
And, yeah, 1 think we would want to know, what I assume is
part of the package of the hydraulic analysis, any of the
work that®"s going to be proposed for those levees.

BOARD MEMBER RIE: Is this permit to improve the
levee, make improvements?

MR. MIRMAZAHERI: Part of it is to bring the
landside slope to a minimum of 3 to 1.

BOARD MEMBER RIE: Could you --

PRESIDENT CARTER: Mr. Mirmazaheri, maybe we
ought to just clarify exactly —-- if you could just

highlight from your presentation from last --

MR. MIRMAZAHERI: 1 can do that.
PRESIDENT CARTER: -- meeting what the permit is
all about, I mean -- and what the Board is being asked to

do at this point.

MR. MIRMAZAHERI: There were four components in
the permit. One is to raise the toe. They are raising
the entire area. This is to maintain a grade for the

storm water to flow toward the center of the project and
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towards the detention pond. So part of this fill would be
encroached, put in the easement of the Reclamation Board.
So they would raise the toe and will maintain a minimum of
3 to 1 -- 3 horizontal to 1 vertical side slope on the --

PRESIDENT CARTER: You"re talking all landside,
not waterside?

MR. MIRMAZAHERI: All landside, correct. This is
all landside.

It"s also proposing to install an 8-inch pipe
through the levee. And the purpose of that is to be able
to pump the storm water from the detention pond back to
the channel.

Component 3 of this proposal is to place
aggregate base on the levee. And this is mainly for
better public access.

And the 4th component is to construct two access
ramps on the landside for pedestrian and...

So these are the four components of the proposed
project.

Would you like me to go on to other part or just
project description?

BOARD MEMBER RIE: 1 was just curious if Steve
Bradley had a recommendation. Have you looked at those?
Is it a good idea?

CHIEF ENGINEER BRADLEY: 1 looked at this two
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months ago when we brought it forward. The DWR
announcement that they were willing to form a maintenance
area came outside at 3:30. And 1 have not looked over the
whole permit with that, what I would call, new piece of
information. We"ve not coordinated yet with DWR on
looking at the plans, because they would become the local
maintaining agency. Now we don®"t -- when DWR is the
maintaining agency, we don"t have to have an endorsement
by local agency like we do with an RD. But we still tend
to coordinate with them on whether the plans are adequate
or not. That hasn®"t been done.

In general, what 1 remember from two months
ago -- and, like I said, it"s been two months and 1
haven®t looked at it. 1 was on vacation for a month and
did not think about this at all.

In general, 1 think what"s being proposed is
fine. The water on the backside is actually drainage
water. It"s not flood water per se. It is —- flows in
from the Colusa Basin Drain. They go out the Knights
Landing ridge cut, which is to the west side of the
project during high flows. In fact, in 1997 the
Sacramento River got so high that it actually Fflowed back
over the Knights Landing outfall gates and into the Colusa
Basin Drain. But the water coming in on the backside of

the gates actually comes in from Colusa Basin Drain. The
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levee there 1 believe -- and | don"t know if Richard
Jenness is still in the audience or not. But he"s the
engineer for most of districts out there, knows a lot more
about the hydraulics than 1 do. But the levee is quite a
bit higher than the design profile for the Colusa Basin
Drain.

BOARD MEMBER RIE: So two months ago when this
came before the Board, was it staff"s recommendation to

approve the permit?

CHIEF ENGINEER BRADLEY: I believe so.
MR. MIRMAZAHERI: Two months ago -- 1 think 1 cut
myself off.

Can you hear me now?

I did turn it off.

I think I got it.

Okay. 1"m back on.

Two months ago staff recommendation was
contingent on Condition No. 13, which indicated that the
permit would not be valid unless there"s a maintaining
agency take responsibility for the maintenance of that
stretch of levee. That was a proposal and that was the
recommendation of staff back in July.

BOARD MEMBER RIE: Okay.

MR. MIRMAZAHERI: And one more comment in

reference to the easement. There is an easement recorded
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by Mildred and Ralph White, the owner of the property.
And it has been -- it"s been an easement for operation and
maintenance to the Sacramento/San Joaquin Drainage
District.

BOARD MEMBER RIE: Okay. So, in summary, your
recommendation was to approve the permit and then --
because you don"t know at the time whether there was a
maintenance agency or not, you put a condition on there
that said that the permit would not be valid unless
there"s a maintaining agency, and | assume that condition
is still there?

MR. MIRMAZAHERI: 1t"s up to the Board. Now,
with DWR stepping forward, whether you still want to have
permitting go or not, then that condition to be there or
not is up to the Board.

BOARD MEMBER RIE: Okay.

MR. MIRMAZAHERI: But that was a recommendation
in July, because we had no idea that DWR or anybody would
step forward and accept responsibility.

BOARD MEMBER RIE: Okay.

VICE-PRESIDENT HODGKINS: When this was in front
of us before, | expressed some concern that 1 was
uncertain and tending towards believing that probably the
levees iIn the Knights Landing area are subject to

potential underseepage age and other problems. Okay? And
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so | had proposed a condition that would in effect say
there had to be an analysis to determine whether or not
the development would flood in the event of a levee
failure.

Now, the maintenance issue®s being addressed --
at least | think that"s the case. Although 1"m curious
about what happens if you end up in a situation where you
propose to include in this district other beneficiaries of
this levee may already be paying into another district.

Is that going to happen? What"s going to happen, Noel?

Could Noel come back up?

I want to be just certain that once DWR says
they"re going to do this, they"re confident they can do it
no matter what happens in terms of the reaction of people
out there.

SENIOR ENGINEER LERNER: The answer would be yes.
They might -- if they benefit from this as well as another
levee district, they"ll get an assessment on that.

VICE-PRESIDENT HODGKINS: And even if they“re
unhappy about that, can you proceed ahead and form the
district?

SENIOR ENGINEER LERNER: We would proceed. Then
it"s up to the local agency. |If they don"t want us to
come in with a maintenance area, someone needs to step up

and form -- and take over maintenance. So whether it"s a
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maintenance area or it"s a local entity, someone has to
maintain that.

VICE-PRESIDENT HODGKINS: So, in essence, the
letter at the very least will force somebody to step up
and take responsibility for maintaining the levee?

SENIOR ENGINEER LERNER: The letter that was just
written?

VICE-PRESIDENT HODGKINS: That DWR -- the process
that we embark upon it.

SENIOR ENGINEER LERNER: Yes. We hope a local
agency. But if a local agency doesn®"t, we will continue
with the maintenance area process.

VICE-PRESIDENT HODGKINS: Okay. Now, based on
your knowledge -- and 1 think you were involved in the
comp study, were you not?

SENIOR ENGINEER LERNER: No.

VICE-PRESIDENT HODGKINS: No, unfortunately.

Well, here"s a little bit of my philosophy here
with respect to this. | think we have in front of us a
permit that is associated with -- that requires an action
by this Board, and, in essence, is also a permit that"s
going to result in the construction of residences behind
this levee. And I know that there are permits being
granted -- excuse me -- there are actions taking place in

other areas where, not only are people proposing, they are
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building. But those don®t come in front of us. And for
me, 1 think -- and my fundamental belief here is that
while it looks like the Board"s intervening in land use,
and maybe we are and maybe we aren"t -- | don"t know the
details of that -- 1 don"t think the Board should take an
action that could result in more people being at risk
without requiring that In connection with granting that
permit and analysis to be done to determine whether they
really are at risk.

And, you know, I think in the issue of this
particular permit, there are two areas where 1 would like
to see an analysis conducted:

The first is to be absolutely certain to the
satisfaction of our staff that there is not an
underseepage problem with this levee. Because once this
work is done, it could be very difficult to fix that.
Okay?

And 1 think it would be inappropriate for us to
grant a permit in an area where -- people behind a levee
where underseepage could be a problem. My understanding
when talking to the applicant is they may have done this
analysis. And so it may be possible for them to very
quickly submit that and staff to look it over, see if it
appears to be consistent with the Corps guidelines for

underseepage analysis. And if it did, and staff was

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

109
satisfied, 1"m satisfied, for underseepage.

The second one for me is -- 1 know that in "97
there were levees downstream that were very close to being
over. 1 don"t know. | didn"t see it. But Lynelle
Pollack said she stood on it and it was halfway -- it was
up to the white line on the road, going over the road.

I think there"s a potential these levees could
fail. 1 know in the paper that the action that Yolo
County took on a downstream project was to require the
applicant to build the houses above the water surface
elevation that would occur if the levee failed. And so my
second condition would be that the applicant furnish an
analysis that shows the houses are being built above the
water surface elevation that would occur in the event
there was a levee failure.

And 1"m not going to specify where it is. 1 will
leave it to the applicant and staff to render out what"s
the most reasonable approach to that analysis. But in
talking to the applicant about the elevations, it sounds
like they might already be there. 1 don"t know.

So I think I feel that 1 could support the permit
if it were conditioned upon those two analyses being
completed, submitted to the staff and staff accepting them
and showing no significant underseepage problem, and that

the homes would be above the water surface that would
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occur in the event of a levee fTailure.

So that"s primarily where 1 come from. |1 think
that"s -- that"s perhaps not our usual condition, our past
usual condition. But given what we know about this
system, the nature of the issues we face in the future, 1
think that it"s appropriate to do that when somebody has
on come in front of the Board.

Now, 1 would also -- for the applicant say the
applicant has stated, and it"s probably true, that he
could proceed with this development without this permit by
changing his design. And there"s nothing that we can do
or probably should do if he"s not asking us to take an
action in granting him a permit.

But as long as he is, those are the conditions
that 1 would propose we include.

PRESIDENT CARTER: 1 think what we might want to
do is let"s hear from the applicant and a few of the folks
from the -- that 1"ve got cards from the public before we
talk anymore about our positions.

Mr. Boatwright.

MR. BOATWRIGHT: Good afternoon, Mr. President
and Board members. 1°m Dan Boatwright with Castle
Companies, the applicant.

I probably should address the question that the

Lady Bug asked originally about the improvements to the
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levee that we would -- would we bring this up to the level
that it needs to be? And the answer is yes. That was
part of our application, that we would bring the levee to
state standards. So the 3 to 1, the -- everything that
needs to be done to the levee to improve It to those
standards.

We at this point have received a grading permit
from Yolo County. Recently we received that grading
permit. A year ago we also received our tentative map
approval from Yolo County. So we have those land use
approvals from Yolo County.

We do not have the Reclamation Board permit. We
cannot proceed with the improvements to those levees and
bring them up to state standards, at no cost to the state,
unless we have that Reclamation Board permit to do that
work .

So at this point our grading permit from the
county"s perspective allows us to go forward. But there
are certain limitations that we have from the state here
as far as what encroachments we can make to that levee.

So | guess that"s the answer to your question. |
mope that answers it.

SECRETARY DOHERTY: So it"s a Catch 22. If we
don®t give you the permit, you can"t get the permit from

Yolo County.
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MR. BOATWRIGHT: No, 1 have the permit from Yolo
County. If you don"t give me your permit, I can™"t go the
other leg because you haven®t given me the permit.

SECRETARY DOHERTY: Oh, I see. All right.

BOARD MEMBER RIE: So is your permit to bring the
levee up to standards and improve the levee? Is that what
you"re doing?

MR. BOATWRIGHT: Yes. That is the permit, is to
bring it up to standards, to put that discharge pipe
through it and to improve the maintenance road on top with
the base rock so that trucks can drive it and view it
year-round.

PRESIDENT CARTER: We probably ought -- Mr.
Mirmazaheri at some point ought to verify that in fact
that"s -- 1 didn"t read that in the permit. | read, you
know, four different things, but not specifically meeting
state standards. So at some point we"ll have to ask staff
to confirm that.

MR. BOATWRIGHT: Right. That was what we put iIn
our application I believe, is to bring it up to state
standards.

PRESIDENT CARTER: I"m sorry, Teri. 1 didn"t
mean to interrupt.

BOARD MEMBER RIE: Just real quick. Does the

levee have a base rock on it now?
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MR. BOATWRIGHT: A portion of it does. The small
northern section has a base rock. About two-thirds or
three-quarters of it does not have any base rock. It"s
jJust dirt, and real impassable in the winter.

This is a portion of the levee that, as you know,
has been working forever and has never really been
maintained. So we will be through the Department of Water
Resources providing for that ongoing maintenance so that
it will have an entity. Whether it"s some local entity
steps up, which it does not appear likely to happen. And
I have a letter that I received -- just received from the
Knights Landing Drainage District saying they didn"t want
it. But the other agency, County Service Area 6, from
Yolo County has also stated verbally to the Department of
Water Resources and to the State Reclamation Board staff
and to me that they don"t want it. And then the other
district, the 7 -- 1 forget what it was -- 7 something,
they are really just a drainage district. So there"s
really only two viable districts that could step up, but
they have indicated they won"t. So without the Department
Water Resources there would be nobody.

So with that I would like to comment that we are
very supportive -- or hopeful that the Department of Water
Resources will find a way to maintain this levee and we

will proceed forward with this process. And 1"m glad to
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hear that they finally -- 1"m getting to find out that it
is a federal levee and that it was within their
jurisdiction to do that.

I also have here, as was mentioned, Mr. Richard
Jenness, who is a Registered Professional Civil Engineer,
who can talk about the elevation of this site and the new
subdivision, which will be elevated another two or three
feet above the existing grade. When that occurs, it will
be the highest portion in town with the exception of the
old indian mound where the trailer park is. There"s a
small trailer park there right now. So it will be the
highest portion of town.

That just shows the overall vicinity there. And
I think -- well, you®"ve got that in your packet. You know
where the levees are.

So the arrow indicates the development site and
the levee that we are talking about, the levee in
question.

So the site itself is not currently within the
100-year flood zone. It is In Zone B, so it is outside
the new -- outside of the 100-year flood zone. The new
homes will be paying an additional $19,000 a year in
taxes. It goes specifically to maintaining levees along
the Sacramento River. So by virtue of these new houses,

they are going to be paying more for maintenance of that
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existing levee on the Sacramento River and enhancing the
safety of that through those additional revenues.

SECRETARY DOHERTY: Did you say 19,000 a year?

MR. BOATWRIGHT: $19,000 a year. Sixty-three
homes will pay $19,000 a year in taxes for the maintenance
of the Sacramento River Levee. And that®"s in addition to
what they get already from the homes in Knights Landing.

SECRETARY DOHERTY: But don"t a certain number of
those have to be lower income?

MR. BOATWRIGHT: Yes. That is the overall -- no,
that"s not each home. That"s overall. Sixty-three homes
pay $19,000.

SECRETARY DOHERTY: Each?

MR. BOATWRIGHT: No, no. Total.

SECRETARY DOHERTY: Oh, okay.

VICE-PRESIDENT HODGKINS: But how do they pay
that much to --

MR. BOATWRIGHT: Out of their property taxes, 6

percent of that goes towards the levee maintenance every

year.

VICE-PRESIDENT HODGKINS: Six percent based on
what?

MR. BOATWRIGHT: Six percent of the assessed
value of their homes. Six percent of the 1 percent -- or

the 1.1 percent of the tax revenue.
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BOARD MEMBER BURROUGHS: And how is that
percentage derived?

MR. BOATWRIGHT: That was there originally when
the Department of Water Resources gave up their
responsibility for the Sacramento River to the county.
And so -- it was pre-Prop 13. And so it was arrived at
tax rate back then when you could do those kind of things
without the vote of people.

BOARD MEMBER BURROUGHS: So if I"m hearing you
right, then the county was the responsible party by
collecting taxes for maintenance?

MR. BOATWRIGHT: The county collects taxes and
has been collecting taxes, the property has been paying
taxes. And the county has been the maintaining entity
from -- all the way from the Fremont Weir up to the
outfall structure. This orphan portion of the levee has
had no maintenance from anybody, even though everybody
been paying the county. Whether they believe it or not,
somebody®"s been paying money to maintain levees in the
area and have gotten nothing for this portion of the
levee. It"s been unmaintained this entire time. So
Department of Water Resources, Knights Landing Ridge
Drainage District nor SA-6 has maintained that levee the
entire time.

SECRETARY DOHERTY: Could you tell us perhaps how
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long the distance this levee is?

MR. BOATWRIGHT: Two thousand feet.

MR. MIRMAZAHERI: The area that currently there-s
nobody accepting responsibility for maintenance is
approximately 2,000 feet.

BOARD MEMBER BURROUGHS: Well, it sounds like
there is a responsible party; they just haven®t been doing
the work.

MR. BOATWRIGHT: 1 would like to make that
argument, but I think they would disagree. So | don"t
think that gets us anywhere really. 1"m happy that
somebody has stepped up and agreed to take it. That"s —--
not just for me. But these people in Knights LANDING have
had an unmaintained levee and, otherwise, they would have
continued to have a maintained levee, which 1"m sure you
don"t want to see.

BOARD MEMBER BURROUGHS: But they®ve been paying
for it to be maintained, those that are --

MR. BOATWRIGHT: Taxes -- everybody"s been paying
those taxes, yes.

BOARD MEMBER BURROUGHS: So now would there be
some collection on back payment?

SECRETARY DOHERTY: No, they"ve been paying.

BOARD MEMBER BURROUGHS: You said there hasn™t

been any maintenance work done.
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STAFF COUNSEL MORGAN: Yes, Scott Morgan.

I think those questions are for the local
entities to answer for the property owners. 1 don"t think
that"s something that the Board can really do anything
about.

I think the local agencies that might have
responsibility for this all say, ""No, we don"t have
responsibilities for it." So all the taxes they“ve
collected if they don"t have responsibility for it

wouldn®t be going towards it. And we didn®"t want to argue

about -- you know, go back through historic records and
find -- who may help us find something and then never done
anything. If no one®s doing anything, then, you know, the

state needs to form a maintenance area. And the state -—-
the Department has indicated that it"s going to start down
that path.

And it doesn"t matter why they®"re not doing the
maintenance, whether they think they"re not responsible or
they know they are and don®"t have the money or they just
choose not to do it. For whatever reason, a maintenance
area is required under the circumstances, and so the
Department has committed itself to embark on that process.

Now, as it said in the letter, if someone comes
forward and says, "Oh, wait, we"ll do it,” then the

Department can back out of the process. But at least we
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know for the purposes of the Board that now someone
eventually will be taking over this process.

BOARD MEMBER BURROUGHS: So was a copy of the
letter sent to the county?

DIVISION OF FLOOD MANAGEMENT ACTING CHIEF MAYER:

Yolo County, right.

STAFF COUNSEL MORGAN: Yes, the county got one.

VICE-PRESIDENT HODGKINS: One question. You said
$18,000 a year in tax revenue from these houses will go
for flood control maintenance. And my question is: Does
it go to the state or to Yolo County for that?

MR. BOATWRIGHT: Goes to County Service Area No.
6. And I think before they took it over it probably went
to the Department of Water Resources.

VICE-PRESIDENT HODGKINS: 1 doubt that, because
the Department of Water Resources doesn®"t get tax money.
They get it from the General Fund. But that"s the only
way .

So that money is not money that is going to help
the state maintain any of the flood control levees in the
Sacramento Valley?

MR. BOATWRIGHT: The Department of Water
Resources does not maintain the Sacramento River levee in
this area. That was taken over by County Service Area No.

6 from them in 1968 or "72, something like that. So it
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does go to maintain a levee that originally was maintained
by the state.

VICE-PRESIDENT HODGKINS: 1 see. So Yolo County
will have more money to maintain the levees outside the
area of this development?

MR. BOATWRIGHT: Outside of that orphaned levee
portion of this development.

VICE-PRESIDENT HODGKINS: Right.

MR. BOATWRIGHT: True. So that is important from
the overall health and benefit to the people living in
Knights Landing, because it"s not just this portion.

So --

BOARD MEMBER RIE: Real quick. How much is it
going to cost? 1 mean everybody®s, you know, just
completely dismissing this. |Is it a really huge cost?

MR. BOATWRIGHT: No, I think it"s only on the
order —- I can"t remember if it was only on the order of
$5,000 a year maximum.

MR. MIRMAZAHERI: Just a clarification. Are you
referring to t